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MANAGEMENT OF STATE— 
OWNED INDUSTRIES 


SOME SCANDINAVIAN EXPERIENCES 


BY SUNE CARLSON 


I. Introduction 


In the countries which are taking the first major 
steps towards industrialization there is often great 
interest in the establishment of state-owned in- 
dustries. Public initiative and public ownership 
are frequently regarded as the only means by which 
new industries can be started. The fact that these 
countries sometimes look to Scandinavia in order 
to learn from our experience of state-owned in- 
dustries depends on several circumstances. They 
are impressed by our standard of living and general 
industrial development, they know that we have 
had state-owned enterprises for a long time, and 
that as a whole we have an interesting type of 
“mixed economy” where the public and the private 
sectors are linked together in an interesting way. 

The purpose of the present paper is to discuss 
some of the management problems of the Scandi- 
navian state-owned industries which may be of 
special interest to countries starting their own 
public industrial sector. Such a discussion is fa- 
cilitated by the fact that these management prob- 
lems have during the recent years been the subject 
‘of several studies and of a lively public debate. 
Thus in Norway there has been a series of in- 
vestigating committees appointed by the Parlia- 
ment, which have dealt and still are dealing with 
these problems, and in Sweden we have had, since 
1953, a special Royal Commission studying the 


Sune Carlson is professor of the University of Uppsala and 
the present paper is an abridged version of a report written 


for a seminar on the management of public industrial enter- © 


prises in New Delhi in December, 1959, sponsored jointly by 
the Government of India and the United Nations. 


organization problems of public industrial enter- 
prises both in Sweden and in other countries.1 

The problems discussed will be seen mainly from 
the management’s own point of view, and the legal 
problems regarding, e.g., the constitutional rela- 
tionships between the parliament, the cabinet and 
the state-owned joint stock companies, which has 
caused so much debate, particularly in Norway, 
will be treated only in a perfunctory way. By 
“state-owned enterprise” we shall mean an enter- 
prise that is either fully-owned by the state or — 
when it is only partially owned — one in which 
the state has a dominating interest. A second 
criterion is that the main function of the enter- 
prise is to produce goods and services for the 
public, and that it is run on the principal that its 
costs should be covered by its revenues. The term 
“industry” is meant to cover primarily the manu- 
facturing industries but also includes forestry, 
mining and power production — three fields which 
are of such importance for industrial development 
that they can scarcely be left out. Because the 
Danish public industrial sector is so limited, the 
paper will exclusively deal with Finland, Norway 
and Sweden, and when the term Scandinavian is 
used, it refers to these three countries only. 


II. The relative size of the public 
industrial sector 


Many managerial problems are related to size 
— both the absolute size of the individual enter- 
prise, and its relative size in relation to the re- 


1 This commission will be referred to below simply as »the 
Royal Commission» 
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spective industrial branch or the industrial sector 
as a whole. As for Sweden the Government owns 
about 20 per cent of the total forest area, and of 
this land practically all is managed by a special 
“business agency”, the Crown Lands and Forestry 
Administration (employing around 13,200 people 
in 1955). In the power field, 95 % of which means 
hydropower, somewhat less than half of the total 
production comes from Government-owned units, 
the rest being shared between municipal and pri- 
vate enterprises. The dominant enterprise in the 
branch is another “business agency”, the Swedish 
State Power Administration (employing around 
12,800 people in 1956). In the mining and manu- 
facturing industries the state-owned enterprises 
reached a total production value of around Kr. 
2,500 mill. which represented about 6.6 per 
cent of the manufacturing value for Swedish in- 
dustry as a whole. The number of employees was 
around 24,000, or 3.5 per cent of the total in- 
dustrial employment. The leading branches are 
tobacco manufacturing, mining, wood industry, and 
iron and steel industry, but only in the first two 
fields do the state-owned enterprises represent a 
major part of the total production in the country. 

In Finland state ownership in the forestry and 
hydropower fields is less centralized than in 
Sweden. In the field of mining and manufacturing 
industry the total production value of state-owned 
enterprises was around Finn. marks 76,000 mill. 
in 1952 which corresponded to 14.5 per cent of 
total industrial production in the country. The 
number of employees was around 28,000 or be- 
tween 10 and 11 per cent of total employment. 
Measured by value of output in 1952, the leading 
branches were paper, mechanical engineering, 
metal, wood and chemicals. In Norway the Gov- 
ernment owns about 14 per cent of the total forest 
area. Statistical information regarding the relative 
importance of the government enterprises in other 
branches are not available, but according to figures 
of employment these enterprises were concentrated 
in the following fields: mechanical engineering, 
mining, metal, spirits and wine, and iron and steel. 

In all three countries the relative size of govern- 
ment-owned industries is larger if measured in 
manufacturing value than in employment. Of the 
hundred largest industrial joint stock companies 


in Scandinavia grouped according to production 
value in 1956/1957, 9 were government-owned — 
5 Finnish, 3 Swedish and 1 Norwegian.’ If these 
comparisons had contained not only joint stock 
companies but also other types of commercial 
organizations, the two Swedish “business agencies” 
in the fields of forestry and hydro-power would 
also be included. 


III. Motives behind the creation of 
public enterprises 


In order to understand the management ob- 
jectives and management problems in the state- 
owned industries one must consider the original 
motives for the creation of these industries. To do 
so is, of course, particularly important if one tries 
to compare the Scandinavian experiencies with 
those of the newly developing countries. In reality 
the motives have been quite mixed. Sometimes the 
engagement of the Government in a particular in- 
dustry was the consequence of an earlier owner- 
ship of certain assets, or it followed more or less 
accidentally from a venture in an entirely different 
field. For instance, with the purchase of one of the 
private railways by the Swedish State Railways, 
the Government once found itself with a mechani- 
cal engineering company on its hands. In other 
cases certain national interests or defence con- 
siderations were involved. Often the Government 
had to step in because a venture involved too much 
capital or seemed too risky for private interest — 
a situation very familiar to those prevailing in the 
newly-developing countries. Social considerations 
e.g., employment in a depressed area — have 
played their part, as have questions of rationaliza- 
tion and market control, particularly in the case 
of government monopolies. Last, but not least, the 
Government has been interested in getting revenue 
from their industrial undertakings. But there is 
probably not a single case where there has been 
only one motive. It is difficult to say how far 
purely ideological considerations have had an in- 
fluence on the nationalization of existing firms or 
the creation of new enterprises, but generally they 
seem to have been of minor importance in spite of 


2 Cf. “The 100 Largest Companies in Scandinavia’, Eko- 
nomen March 29, 1958, p. 20 ff. 
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the fact that both Sweden and Norway have been 
governed for long periods by socialist governments. 
A few examples may indicate the importance 
and the interplay of these various motives. Ac- 
cording to Swedish legal tradition, the owner of 
the shores of a stream has always been considered 
the owner of the water in the stream. When the 
electrification of the country started at the turn 
of the century, the Government — as owner of 
some of the important streams in the country — 
became automatically interested in the creation of 
hydro-power. This led to the establishment of the 
Swedish State Power Administration, which, as we 
have seen, is today the largest producer of hydro- 
power in the country. A similar development led 
to the establishment of the Crown Land and 
Forestry Administration, from which the State 
Forest Industries Ltd later emanated. The exten- 
sion of the Governments’ forestry interests to the 
wood industry was, however, primarily motivated 
by employment considerations. During the depres- 
sion in the 1930’s a large number of saw mills along 
the northern coast of the Baltic had to shut down 
causing unemployment.both at the mills and in the 
supplying forest districts. Even with promises of 
loans from the Government, the mill owners did 
not find it possible to continue. In order to im- 
prove the employment situation the Government 
ordered the Crown Land and Forestry Administra- 
tion to purchase and reopen some of the mills, 
quite a few of which were in rather bad technical 
and commercial shape. Ten years later a special 
subsidiary company of the administration was 
formed, and in 1957 this company was separated 
from the administration. 
- National interests have been involved when the 
state has taken over the ownership of natural 
resources, which earlier had been in the hands of 
foreigners. Such was the case when just after Fin- 
land’s independence was gained in 1919 the Fin- 
nish Government, bought the Norwegian majority 
interest in a large wood and paper industry, W. 
Gutzeit & Co.,1 and in Sweden, when after the 
last world war, the then established State Mines 
Ltd took over iron mines which earlier had been 


1 Cf. State-Owned Enterprises Abroad. Royal Commisson Re- 
port, $.0.U. 1956: 24, p. 38. 


in German hands. In Finland the great expansion 
of state-owned industries in the 1940’s can be ex- 
plained to a large extent by the national emergency, 
which existed during and immediately after the 
war. 

Defence considerations and the necessity of safe- 
guarding the supply of essential materials in case 
of war played a role in the establishment of the 
state-owned Norwegian Steelworks Ltd after the 
last war and the Swedish Peat Manufacturing Co. 
Ltd and the Swedish Slate Oil Company Ltd 
during the war. In the Norwegian case, the neces- 
sary investments were too large and too risky to 
be taken care of by private interests,! and in the 
second Swedish case mentioned, it was clear from 
the very beginning that the oil produced could not 
compete with other fuels under peace conditions, 
and that for this reason private investors would 
not be interested. The Peat Manufacturing Com- 
pany was founded in 1941 when a state of near 
panic was prevailing and it is only during very 
recent years that it has started operate at a profit. 
Social motives were to some extent behind the 
creation of the state owned spirit and wine mo- 
nopolies in Finland, Norway and Sweden. 

The need for increased government revenues was 
the major motive behind the establishment of the 
Swedish Tobacco Monopoly Ltd in 1915. But 
revenue motives were of course also behind the 
creation of the liquor and wine monopolies men- 
tioned above, which today are all large suppliers 
of funds to the respective treasuries. Also in cases 
where revenue considerations were not of prime 
importance at the time of establishment, many of 
the state owned enterprises have gradually become 
successful business propositions. That is true, e.g., 
of the Swedish State Power Administration and 
the Crown Land and Forestry Administration and 
of the government-owned Luossavaara-Kiiruna- 
vaara Company Ltd (iron mines in northern 
Sweden), the Norwegian aluminium industry, 
Ardal & Sundal Works Ltd, and of several of the 
Finnish state-owned companies. As we shall see 
below, revenue considerations today play a signifi- 
cant role as management objectives of most of the 
state-owned enterprises. 


1 Ibid p. 89. 
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IV. Relationships with the government 


The structure and the procedures of Swedish 
public administration are in many respects rather 
peculiar. The administrative structure is charac- 
terized by a large degree of functional decentraliza- 
tion, by which various central boards or agencies 
enjoy independent rights of decision over their 
respective domains. The ministries are generally 
small, and they are mainly concerned with rela- 
tionships to the Parliament, with higher appoint- 
ments and with, the issuing of general rules and 
policy directives. The Parliament is prevented by 
the constitution to interfere with administrative 
matters. 

As regards the personnel policies of Swedish 
public administration, the two most striking fea- 
tures are the rigidity of the salary structure and 
the security of tenure. This security is to a large 
extent guaranteed by the constitution itself, but it 
is practised far beyond any legal requirements. The 
characteristic feature of the salary system is that 
salaries are attached to posts and not to individual 
officers. This means that the only way by which 
an official can improve his financial position is to 
be promoted to a higher post. In private industry 
there is, of course, much greater flexibility in 
grading the salaries in accordance with individual 
competence and achievement. 

A unique feature of Swedish administration, 
which is of importance for the present discussion, 
is the rules regarding the accessibility of official 
documents contained in the part of the constitu- 
tion which deals with the freedom of the press. 
“Thus, any journalist or private citizen may walk 
into any government office and demand to see the 
files in any matter in which he may be taking an 
interest. He does not have to show cause why he 
wants to see the documents in question, but, on the 
other hand, the officials have to show cause in case 
they want to refuse him access to the files. This 
can be done only if the documents in question are 


among those specifically exempted from the general 
rule of publicity.’’! 


1 Heckscher, G.,. Swedish Public Administration at Work. Studie- 
férbundet Néringsliv och Samhdlle, Stockholm 1955, p. 8. 


1. Organizational structure 


The state-owned industrial enterprises in Sweden 
are organized either as “‘business agencies” or as 
limited companies under the Joint Stock Company 
Act. The same holds true for Finland and Norway, 
but in these countries there also exist other or- 
ganizational forms. The Swedish “business agen- 
cies” differ from the usual government agencies 
mainly on account of their freedom to cover 
operating costs from current income, before the 
surplus is delivered to the Treasury. But the “busi- 
ness agencies” have, on the whole, the same rela- 
tionships with the Central Government’s depart- 
ments and with the parliament as the regular gov- 
ernment agencies. Their top management is ap- 
pointed by the Government, and the Parliament 
has — by means of the budget — the last word 
regarding their operations. They are under the 
control of the regular government auditing institu- 
tions and the parliamentary audits. What is said 
here about Sweden is, generally-speaking, also fine 
with respect to Norway and Finland. 

The organization of government-owned in- 
dustrial enterprises as joint stock companies unde 
the regular company acts has in all the three 
countries been motivated by efficiency objectives. 
There is a recognized need for a strong and flexible 
management, and for the payment of salaries capa- 
ble of comparing with private industry. When state- 
owned enterprises have come into existence through 
the purchase of companies already established, it 
has been natural to keep the joint stock company 
form of organization. This form has also simplified 
the cooperation between public and private in- 
terests in those cases where such a cooperation was 
wanted. 

In principle activities of a state-owned joint 
stock company are covered by the same civil legisla- 
tion as private companies — i.e., in particular the 
Joint Stock Company Act, the Accountancy Act 
and the various tax laws. In accordance with the 
joint stock company acts, the state exercises its 
influence primarily as a share holder who has the 
final word at the annual meeting on certain 
financial matters, and who has the right to elect 
the members of the board of directors and the 
company auditors. The bye-laws of the companies 
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may contain detailed information regarding the 
scope and purpose of its operations, and through 
special agreements between the government and 
the companies, e.g., in connection with govern- 
ment loans, the state’s influence over the manage- 
ment may be further strengthened.. But there is 
nothing in the constitution in any of the three 
countries that regulates the relationships between 
the government and the parliament on one hand 
and the state-owned companies on the other. These 
relationships have been established in a pragmatic 
way through experience, and the legal constitu- 
tional problems have really remained unsolved. 

The relationships between the government and 
the companies between the annual meetings are 
generally handled by some senior official who sits 
as a member of the board of directors, or through 
informal contacts between the top management 
and the respective ministry. Besides one or a couple 
of civil service representatives, one finds in the 
boards of directors generally one or two persons 
with a political background, but the majority is 
quite often composed of representatives of private 
industry who have been selected because of their 
special competence in technical and economic 
matters. 

In a way the top management of the state-owned 
companies have a more independent position than 
the management of many private firms. There is 
no compromise between different ownership in- 
terests and there are seldom conflicts within the 
boards. 


2. Investments and financial matters. 


The relative independence in financial matters 
of the Swedish “business agencies” originate in the 
budget reform of 1911. Since that time, they are 
regarded financially as separate entities in the 
government accounting system, and, as has already 
been mentioned; it is only the difference between 
their current incomes and current expenditures 
which is included in the state budget and which 
have to be paid to the Treasury. A possible deficit 
has to be covered by special funds voted by the 
Parliament for this purpose. The agencies them- 
selves have full freedom to decide on the necessary 
number of employees and on other expenditures 
in connexion with their current operations. Funds 


for capital investments, on the other hand, are 
voted by the parliament in the regular capital 
budget. Similar rules apply to those government- 
owned industrial enterprises in Finland and Nor- 
way, which are a part of the regular administra- 
tion. 

The government-owned joint stock companies in 
all the three countries have full freedom to finance 
investments from depreciation reserves and from 
accumulated surpluses. In general they can also 
take up loans against mortgages on their property, 
as long as they can get these loans without special 
government guarantees. The establishment of de- 
preciation reserves and the accumulation of earned 
surpluses are to some extent controlled by the 
company and the accountancy laws, but otherwise 
practically all the government-owned companies 
are free to dispose of their earnings as they like. 
As regards loans it may, however, be observed that 
during recent years the capital market has often 
been so strained that the possibilities for financing 
investments by loans have not always been availa- 
ble. This has been particularly true in Finland. 

But even if a company has the right to borrow 
on the capital market, it has sometimes happened 
that it has asked the government for formal permis- 
sion to do so anyway. With regard to the utiliza- 
tion of commercial credits for investment purposes, 
the state-owned companies in Sweden have been 
warned by the Budget Committee of the Parlia- 
ment not to commit themselves in such a way that 
the Parliament later on becomes obliged to help 
them out. 

Financing of company activities through direct 
grants from the Government has occurred in con- 
nection with research activities and for the cov- 
ering of accumulated losses. ‘Thus, both the Swedish 
Peat Manufacturing Company and the CEA 
Works Ltd, which is a company for the produc- 
tion of x-ray and air photo films founded for na- 
tional defence purposes, have received research 
grants rather regularly, and grants for the covering 
of losses have been usual in the case of the Swedish 
Slate Oil Company. 


3. Problems of procurement and sales 


Even if the Swedish “business agencies” have 
more freedom than the ordinary government 
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agencies also with regard to purchasing procedures, 
too, the rules and regulations they still have to 
follow, place them at a definite disadvantage in 
comparison with the government-owned enter- 
prises which are organized as joint stock companies. 
The Swedish State Power Administration, for ex- 
ampie, makes most of its purchases according to 
regular business methods without strictly following 
the rules regarding official tenders. Still its pur- 
chasing offices have to spend much more time on 
the registration of every purchase decision and the 
motives for their decisions than is usual in business. 
The constitutional obligation, mentioned above, to 
keep all official documents accessible to the public, 
makes it possible for suppliers to find out what 
prices have been offered by other firms at earlier 
purchases before they hand in their bids. This 
advantage is used in a systematic way, and there 
are trade journals which regularly publish informa- 
tion of this kind for the benefit of their subscribers. 
It is estimated that the prices that the State Power 
Administration has to pay for its purchases are, on 
the average 1 per cent higher than they would be 
if the administration was exempted from the rules 
regarding the accessibility of official documents.* 
In addition, the answering of all questions from 
the public regarding purchases and prices requires 
considerable time. In Finland the economic in- 
terests of the state owned industrial enterprises 
have been safeguarded in this respect, by exempting 
all documents regarding their activities from the 
rules otherwise existing on the accessibility of of- 
ficial documents,” and in Norway it is regarded as 
self-evident that all data on commercial matters 
which might influence the competitive position of 
a government-owned enterprise must be kept 
secret.? 

In the case of the government-owned joint stock 
companies, the prices paid for purchased raw 
materials become of special interest when a com- 
pany has a monopoly position as a buyer of their 
raw materials. In order to protect the legitimate 
interests of the suppliers, special regulations exist 
regarding the raw material purchases of the 

1 Cf. The State Power Administration, Royal Commission 
Report, S.0.U. 1957: 26 op.cit. p. 92. 

* Cf. S.0.U. 1956: 24 op.cit. p. 60 

3 Ibid. p. 106. 


Swedish Spirits and Wine Monopoly and the 
Swedish Tobacco Monopoly. The prices of Swed- 
ish-grown tobacco are fixed by a special board of 
five members, of which the Government appoints 
the chairman, and of which two members represent 
the interests of the tobacco growers and the Tobac- 
co Monopoly, respectively. 

Rates and prices charged by the Swedish “busi- 
ness agencies” and by the corresponding adminis- 
trations in Finland and Norway are generally 
regulated by special directives from the respective - 
parliaments or governments. The two Swedish 
agencies that we have been dealing with in this 
paper are in this respect exceptional. The prices 
of timber which the Crown Land and Forestry 
Administration sells is determined exclusively by 
world market conditions. The Swedish State Power 
Administration has the authority to fix its own 
rates. Because of its relative size in relation to 
other producers, its position in this respect is very 
strong. Its prices are based on production costs 
including a reasonable return on its investment 
capital. On the average the Swedish prices for 
electrical power have increased considerably less 
during the last 20 years than the prices of other 
types of power." 

The government joint stock companies in all the 
three countries have generally full freedom with 
regard to sales and price policies. The major ex- 
ception is the spirits and wine monopolies and the 
Swedish Tobacco Monopoly for which considera- 
tions of a social and fiscal nature have caused 
special regulations and agreements. 


4. Personnel problems 


Even if the Swedish “business agencies” have 
more freedom of action with regard to personnel 
matters than other government agencies, they are, 
like the corresponding agencies in Finland and 
Norway, bound to follow most of the laws, rules 
and regulations which apply to the civil service in 
general. This raises many problems. The civil 
service requires much more formal qualifications 
in the form of degrees and certificates than private 
industry does. This system of formal qualifications 
works quite well for the regular government opera- 
tions, but it does not suit the needs of the “busi- 


1 Cf. $.0.U, 1957: 26 op. cit. p. 53—54. 
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ness agencies’. Thus these agencies become more 
restrictive in their recruitment than private firms 
of the government-owned joint stock companies. 
Many tasks which just as well could be performed 
by people with less formal education have to be 
allocated to graduates of various kinds. A recent 
study made on the distribution of engineers with 
academic degree, junior college degrees and other 
diplomas, shows that government agencies — 
which in this case means mainly the “business 
agencies” — have at all levels a higher percentage 
of people with higher education than private in- 
dustry. One of the results of these formal require- 
ments is that at the present time, when there is a 
great scarcity of technicians, the government 
agencies have great difficulties to recruit people. 

The “business agencies” are at a disadvantage 
also with respect to salaries and promotion, too: 
Because of the rigid salary system the agencies 
find it specially difficult to attract competent 
people in such fields where the competition with 
private industry is keen. While the government 
agencies may be able to compete with regard to 
fresh university graduates, they have difficulty in 
keeping the best members of their staffs. On the 
other hand, the security of tenure makes it practi- 
cally impossible for an agency to get rid of an 
official who is not up to standard. 

The problems mentioned here seem to be very 
much the same for the Finnish and Norwegian 
industrial enterprises, which are organized as a 
part of the regular government administration. In 
Norway, members of the civil service shall in 
principle have the same pay as employees in private 
industry, but in practice a difference exists, and 
this difference increases with the seniority of the 
posts. 


3. Problems of control 


For the government-owned industrial enterprises 
which, like the Swedish “business agencies’, are a 
part of the regular administration, the present 
form of auditing and control is a real problem. The 
emphasis in the government auditing is on formal 
matters. The auditing authorities are interested in 
that every disbursement of funds has been done in 
accordance with the budget and with all the laws, 
rules and regulations, but whether the payment 


has been of benefit to the public or not is im- 
material. While such a formal control may be a 
useful means to prevent corruption and lax ad- 
ministrative procedures, it discourages initiative 
and willingness to make decisions. An official who 
knows that he will be personally responsible for the 
sum involved, if he has authorized a payment 
contrary to some rule or regulation, will of course 
be much more conscious of bureaucratic paragraphs 
than of the true economic interest of his organiza- 
tion. The dimensions of these auditing problems is 
easiest illustrated by the fact that the number of 
laws, decrees, regulations, circulars etc. which 
regulate the activities of the State Power Ad- 
ministration is over three hundred.' 

In all the three countries there is also the 
auditing done by the parliamentary auditors whose 
reports are widely published by the press. Thus in 
addition to his personal responsibility for author- 
ized payments, an official of an administration has 
also the disadvantage, that he suddenly may find 
his performances openly discussed in public. This 
is another factor which fosters cautiousness rather 
than initiative and drive. 

The joint stock companies in Finland are in- 
cluded under the regular government and parlia- 
mentary auditors.? On the other hand, the auditing 
of the joint stock companies in Norway and 
Sweden is done — with some minor exceptions — 
in accordance with the joint stock company acts. 
In this respect the government companies are no 
different from privately owned companies. The 
Swedish act requires that the auditors must have 
such experience and knowledge of accountancy 
and general business conditions that is necessary 
in order for them to fulfil their functions. For 
companies with a share capital of more than two 
millions, at least one of the auditors must be a 
certified public accountant. The annual report of 
every joint stock company, including its balance 
sheet and profit and loss statement, together with 
the auditors report, must be registered in a special 
government registration office, which makes them 
public documents. 

The use of certified public accountants as 
auditors in government-owned joint stock com- 


1 Of, S.0.U. 1957: 26 op. cit. p. 102. 
2 Gf. S.0.U. 1956: 24 op.cit. p. 57. 
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panies has several advantages. It brings with it 
the experience of professional men who generally 
have wide contacts in the business world, and it 
gives a certain guarantee to the public that 
everything is in order and that the annual state- 
ment of a company reflects its true financial posi- 
tion. 


V. Management objectives and criteria 
of efficiency 


The management objectives of a government- 
owned industrial enterprise are of course, deter- 
mined to a large extent by the motives which 
caused the government to establish the enterprise. 
The Swedish Crown Land and Forestry Adminis- 
tration may, for example, have as one of its primary 
tasks to sell as much timber as possible at as high 
prices as possible, while the Spirits and Wine 
Monopoly, considering at the same time its public 
health and fiscal obligations, may want to sell as 
little liquor as possible and still earn profit. The 
objectives are also related to what is practically 
feasible. A monopoly or an enterprise which — 
because of its size — has a dominant position on 
the market will probably have somewhat different 
objectives from an enterprise which has to work 
in keen competition with other firms. But manage- 
ment objectives and management policies are also 
very much dependent on the men who determine 
and execute these objectives and policies. 


1. The executive group 


The typical Scandinavian industrial leader is a 
man with a first class university background, who 
has started his practical career as a functional 
specialist in a large firm, in a government agency 
or a trade organization of some kind. In many 
cases he has made his career inside one single 
organization, but quite often he has worked both 
in other firms, and in other branches of industry, 
before he reached his present position. The in- 
dustrial executive group, i.e. the active leaders of 
the two or three hundred largest industrial enter- 
prises in Sweden, Norway or Finland seem to be 
much more homogeneous than the corresponding 
groups in countries like the United States or Great 
Britain. All three are small countries, which makes 


it easy for leading people of any professional group 
to meet and to know each other, and the members 
of the executive group seem to be much more alike 
with regard to their education, practical career, 
current interests and attitudes, than, for example, 
American or British executives are. Not only are 
they members of the same professional associations, 
but they attend the same management training 
courses, they sit in the same government commit- 
tees and the same employers and trade organiza- 
tions etc. Very often they are also member of the 
board of directors of each other’s companies. All 
this produces a strong group solidarity and leads 
to similar management objectives and policies for 
running business. 

How do the executives of the government-owned 
industrial enterprises —- their managing directors 
and the members of their boards of directors — 
fit into this picture? If we first look at the Swedish 
“business agencies” and the corresponding adminis- 
trations in Finland and Norway, these administra- 
tions are, as we have seen, a part of the regular 
civil service. They are also so regarded by the 
business world. The director generals are mostly 
men with a career in their respective administra- 
tions or in other parts of the civil service. In some 
cases they have had political affiliations or have 
worked very closely with the government. Even if 
there exist examples of director generals who have 
had a mixed career in public service and private 
industry, this is an exception. On the whole they 
are not members of the industrial executive group 
as defined above. 

Since a “business agency” generally has a di- 
rectorate at the top, consisting of the director 
general and his immediate subordinates, there is 
no independent board with outside directors, who 
can serve as a natural link to the private industrial 
world. An exception to this rule is the Swedish 
State Power Administration which has a board, 
just like a regular company, consisting of the di- 
rector general who serves as chairman — and of 
four members from the outside. Of these members 
two are in fact at present managing directors of 
large private companies. 

In the state-owned joint stock companies the 
situation is quite different. They are organized in 
exactly. the same way as privately owned com- 
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panies, and in most cases their management is 


recruited by the same type of people. As was noted 
above, the majority of the board members in most 
of the companies are people from private industry, 
and the managing directors are generally people 
who have made a career in private industry before 
they were chosen for their present posts. Both they 
and most of their board members are consequently 
a part of the industrial executive group of the 
country, with all what this means with regard to 
attitudes, desires and loyalties. One must keep in 
mind, however, that the public industrial sector in 
all the three countries is still relatively small, and 
that most of the government-owned enterprises are 
of rather recent origin. What will happen in the 
future if the public sector would increase, and 
when the government-owned companies have had 
time to develop their own traditions and their own 
internal top managing recruitment, no one knows. 

With the kind of recruitment of board members 
that presently exists, the interesting situation may 
occur that a state-owned company get among its 
board members persons who on principles are 
against government ownership in industry. Still, 
the governments do not seem to have any difficulty 
in getting representatives of private industry to sit 
on the boards of their companies, and as soon as 
these people are on the boards, they seem to be 
extremely loyal to their new organization. One 
may hear a managing director of a government- 
owned company complain, that his board members 
have not backed him up sufficiently during an at- 
tack from private industry, but such complaints are 
exceptional. 


2. Management objectives and criteria 

of efficiency 

From what has been said about the composition 
of the executive group of the government-owned 
joint stock companies, it is natural that revenue 
and efficiency criteria will rank very high among 
the management objectives. But it is generally 
revenues and efficiency in the long run which are 
regarded as important. The maintenance and 
modernization of equipment and organization is 
often treated as even more important than a high 
rate of return during an immediate period. Also, 
in the “business agencies” revenue and efficiency 
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considerations have for every year become more 
and more important — at least in Sweden. 

Since we are concerned here only with such 
enterprises that are run on the principle that their 
costs should generally be covered by their revenue, 
the problem of efficiency criteria is considerably 
simpler than it is for a regular government agency. 
In most respects the problems of statistical com- 
parisons of inputs, outputs, costs and revenues, are 
no different in these enterprises than in private 
firms. But there are two groups of problems which 
one seems to meet more often in connection with 
government-owned enterprises. The first refers to 
the determination of the efficiency of monopolies, 
which can fix their own prices and sales condi- 
tions, or of enterprises which are expected to run 
with a continuous loss. The other has to do with 
the evaluation of privileges which government- 
owned enterprises enjoy. When for example the 
statistics shows that the distribution costs of the 
Swedish Spirit and Wine Sales Monopoly has gone 
down from Kr. .63 to .45 per litre between 1952 
and 1957, it is rather difficult to say what this 
means in terms of efficiency. There are no other 
firms to compare with, the customers have no 
choice but to buy in a monopoly store, we do not 
know if the service to the customers or the as- 
sortment of goods has been changed, or if the 
waiting time in the shops is the same as before. 
The situation is similar in the case of an enterprise 
which e.g. for defence reasons continues to produce 
a product at a loss. Here the possibility of com- 
parison is generally lacking too. 

Many of the government-owned industrial enter- 
prises enjoy special privileges in the form of ex- 
emption from local or state taxes, or of the pos- 
sibility to borrow money at a lower rate of interest 
than other firms. In Sweden these privileges seem 
to be less common than in Finland and Norway, 
but even in Sweden it has, for example, happened 
that some of the state-owned joint stock companies 
could get funds at a time when the capital market 
was closed for their competitors in private industry. 
It is perhaps natural for the management of 
any company to ask for special privileges of this 
kind, or for special treatment with regard to im- 
port or export licences etc. But if such requests 
cannot be resisted by the proper authorities, the 
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least one must do is to evaluate as correctly as 
possible the value of the privileges given. Such an 
evaluation was, e.g., done in the auditors report of 
the Finnish State Margarine Factory for 1953, 
where it was mentioned, that while the accounts 
showed a surplus for the year of some 13,500 mil- 
lion marks this surplus would be reduced to a little 
over 4,000 million marks if all special privileges in 
the form of taxes and interests on loans had been 
included in the calculations.t 

With respect to the balancing of short and long 
run efficiency considerations, too, there is not much 
difference between government-owned and private 
industrial enterprises. In some cases the policies 
in this respect are more explicitly formulated in 
the government enterprises. There may be fixed 
rules regarding depreciation charges and main- 
tenance investments, or the maintenance may be 
considered in the very act which regulates the 
activities of an enterprise. This is done for example 
in the case of the Swedish Crown Land and 
Forestry Administration. 

It is, however, more difficult to establish ra- 
tional efficiency criteria when there is a conflict 
between revenue objectives and other objectives. 
Take the case of the Swedish State Forest In- 
dustry Ltd. The company was founded in order 
to take care of an unemployment situation. Many 
of its mills were technically and commercially in 
substandard condition. If the company had fol- 
lowed the same policies as its competitors in private 
industry, it would have closed these mills and 
transferred the workers to other mills which could 
have been expanded with profit. But the very fact 
that the company is government-owned, makes it 
difficult to have such an approach to its produc- 
tion problems. It is apt to be influenced by political 
and social pressures of various kinds. 

In order to establish rational efficiency criteria 
under these conditions, one must measure quanti- 
tatively the things that are desired. As long as the 
goal is the maximization of net revenue, one can 
work in monetary terms. But when the goal is the 
stabilization of employment, social welfare or public 
health in general, or national defence, it is much 
more difficult to express the objectives as quanti- 


1 Gf. S.0.U. 1956: 24 op.cit. p. 51. 


ties. When the government has to deal with private 
firms, however, this is actually done. If a private 
firm is to take up or continue a non-profitable line 
of production because of defence reasons, the 
government must specify exactly what it wants, 
and it has to pay an agreed price. In the case of a 
government-owned industry, on the other hand, 
it is so easy to require that an enterprise should 
consider various non-revenue objectives without a 
clear quantification of these objectives, and without 
an indication of how much the thing may cost. — 
This fact puts the top management of government- 
owned industrial enterprises in an awkward posi- 
tion and sometimes it may even influence their 
efficiency consciousness. 

The efficiency consideration becomes even more 
difficult to establish when one has to consider not 
only the internal results but also the external ef- 
fects of the operations. Norrbottens Iron Works 
Ltd, which is a large steel mill in the north of 
Sweden, has, ever since its start during the last 
world war, been a financial burden for the Govern- 
ment. During the recent slack period in the 
European steel industry the company made a large 
export commitment to Brasil, which according to 
the management director of the company was 
quite profitable. Furthermore it helped to stabilize 
the employment situation in a part of the country, 
where unemployment is somewhat of a problem. 
The effects of this export deal, however, could be 
felt much further. Sweden and Brazil have a 
bilateral trade agreement on a quota basis. As a 
result of the large increase in the steel export the 
quota became filled very soon, and many firms 
which had been exporters to Brazil of old found 
their market shut for them. A complete efficiency 
analysis in a case like this must, of course, include 
not only the cost and revenue considerations of an 
enterprise, and an analysis of the employment 
benefits for the society at large, but also the ef- 
fects on the national economy of the shift from 
one type of export to another. That such an ex- 
tensive analysis becomes more important in the 
case of activities of government-owned enterprises 
than in the case of private firms, depends on that 
the former often work under privileged conditions. 
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FOREIGN TRADE CREDITS 


BY BENT HANSEN AND THORA NILSSON 


The Swedish balance of payments showed rather 
a peculiar development in the years 1955—59. 
There was a deficit on the current balance of 
payments throughout the whole period, while at 
the same time the foreign exchange reserves showed 
a considerable increase. Developments of this kind 
could of course be explained in principle by capital 
transactions with foreign countries, but the statisti- 
cally recorded movements of capital did not suffice 
to explain the phenomenon, which was expressed 
statistically by the “residual item” in the balance 
of payments, amounting to very large sums. Look- 
ed at in five-year periods, the balance of payments 
has developed in the following way since the war. 

A “residual item” — usually termed Errors and 
Omissions — arises inexorably in every country’s 
balance of payments account because of errors and 
incomplete statistics. However, this item ought not 
to be too large if the balance of payments is to 
command respect, and it ought in addition, in so 
far as it only reflects random statistical errors, 
pretty well to disappear over longer periods. As 


Table 1. Sweden’s balance of payments 1945—59. 
(Kr. million) 


Five. | Surplus Capital items 
year on ; »Other» | »Residual 
Beriod’ current | Increase in capital item» 
account | total reserves iarntactions 
1945—49| — 220; —1120 + 1059 — 159 
1950—54| + 1446); +1252 + 187 AE 7 
1955—59| — 873] + 535 + 237 — 1645 


Note: The table headings are chosen in such a way that the 
capital items plus the »residual item» are equal to the current 
balance of payments surplus. Thus, a + and — sign before the 
capital items signify capital export and import, respectively: 
the same is true of the »residual item» in so far as this is due 
to incompleteness in the capital items. 


the table shows, the “residual item’ was not in 
fact very substantial in the years 1945—54 taken 
together; but in the period 1955—59 it assumed 
significant proportions, close on Kr. 1 3/4 million 
in five years. 

It appeared improbable in advance that pure 
statistical errors of such a magnitude and bias 
should suddenly arise in the balance of payments, 
and it was very tempting to look for the explana- 
tion of this development in foreign trade credits, 
advance and deferred payments, which were known 
to be included in the There 
were no real statistics of those capital movements 
which took place outwith the sphere of foreign ex- 
change controls. The development of the “residual 
item” would then be explained by Sweden’s ob- 
taining larger trading credits from abroad; this in 
turn could depend on the difficulties exporters 
and importers experienced in financing trade when 
the Swedish credit restrictions were introduced in 
1955 and tightened up in 1956. When, however, 
the “residual item” showed only an insignificant 
decline in 1957, when the credit restrictions were 
relaxed, and then increased again in 1958, it be- 
came clear that other factors must be determining 
the development of trade credits, if indeed it was 
these which lay behind the “residual item”. 
~ An enquiry based on a questionnaire about the 
foreign trade credits of exporters and importers 
for goods, etc., has been carried out in the Na- 
tional Institute of Economic Research in order to 
obtain some idea of the magnitude of trade credits. 
Preliminary results of this investigation — which 
must be considered more as a pilot study — will 
be presented and discussed in the following. It 


“residual item’’. 


Bent Hansen is professor and head of the National Institute 
of Economic Research and Thora Nilsson is an expert of the 
institute. 
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should be mentioned that, parallel to this enquiry, 
work is in progress in the Riksbank on an ex- 
amination of other gaps and sources of error in 
the balance of payments statistics. 


The significance of trade credits 


Naturally, such investigations are not inspired 
by any desire for statistical perfection. The ques- 
tion of developments in trade credits is significant 
in a number of different ways. In the first place, 
their importance for foreign exchange reserves is 
obvious, and it was of course in this connection 
that serious attention was first paid to them. As 
has been mentioned, trade credits are to a large 
extent exempt from foreign exchange control, and 
economic policy in general may thus be forced to 
take them into account in a different way from 
the controlled movements of capital. During the 
whole post-war period trade credits have provided 
the only significant opportunity for carrying on 
“legal” speculation in foreign exchange rates, and, 
even when the foreign exchange market is quiet, 
sudden unilateral movements in trade credits can 
be significant for developments in the foreign ex- 
change reserves. In the extreme case one could 
even envisage changes in trade credits which were 
so sensitive and quantitatively important that 
monetary policy to a large extent came to be 
directed towards controlling them. 

The foreign trade credits can also be significant 
for monetary policy in other ways. If they are very 
elastic they make it possible for exporters and 
importers to obtain credit abroad in the event of 
a strict internal quantitative control of credit. In 
this way domestic credit restrictions can to a greater 
or lesser extent be blunted. 

Finally, mention ought also to be made of the 
private economic significance of trade credits as 
a means of competition for business firms. In ad- 
dition to delivery times, quality, price, service, etc., 
the conditions of payment enter into business firms’ 
sales policy as one of the factors which determine 
their competitiveness. Sometimes the conditions of 
payment seem even to be the chief means of 
competition in selling certain products (especially 
heavy capital goods) to certain countries (particu- 


larly under-developed countries). In fact, the ques- 
tion could be asked of whether the most important 
basis for changes in the conditions of payments is 
not to be found in the competitive situation in ex- 
port markets. It was no accident that the clamour 
for export credit guarantees became particularly 
marked, not only in Sweden, during 1958 and the 
beginning of 1959. 


The structure of the enquiry 


The investigation into trade credits and their 
development which has now been carried out by 
the Institute is confined to the years 1957 and 
1958 (some information relates to the years 1954 
—56). The investigation is a sample with a strati- 
fied selection of industrial and wholesale enter- 
prises. The export of goods and its financing has 
been more thoroughly analysed than imports and 
their financing, because exports take place to an 
overwhelming extent through industrial firms, a 
sector for which the investigation is fairly com- 
plete, while imports, although to a less marked 
degree, are concentrated to trade which is only 
covered in part (namely the larger wholesale firms) 
by the investigation. Thus the enquiry covers about 
90 per cent of exports but only 2/3rds of imports. 
This suggests that up to about one-half of the im- 
ports of trading and transport firms are not covered 
by the material. The frequency of responses has 
varied a good deal in different branches and for 
the different questions asked; for the more impor- 
tant branches and for the information presented 
here the frequency of response varies largely be- 
tween 70—80 per cent. 

The questions which have been put to the firms 
deal with information concerning the position of 
the firms with regard to their foreign assets and 
liabilities, details regarding exports, imports, and 
payments to and from foreign countries in the 
course of the years (the particulars. obtained 
refer to the accounting year, which does not always 
coincide with the calendar year). Information 
about the firms’ position has been gathered not 
simply for the “pure” foreign trade claims and 
debts, but also for certain other types of foreign 
asset and liability which can be considered to have 
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some link with the trading of goods, particularly 
loans to and from foreign firms, and claims on 
and obligations to foreign banks or acceptance 
houses. The questionnaire was constructed in such 
a way that financing via Swedish banks was, on 
the other hand, not to be included. | 


One of the main questions in the study of trade. 


credits (foreign or domestic) is how properly to 
define and measure a trade credit. It is necessary 
to determine both the duration and the amount 
of the credit, and on neither point are definition 
and measurement obvious. With regard to the 
duration of a trade credit, one can say in very 
general terms that it stretches from the moment of 
delivery to the time of payment (or vice versa, in 
the event of payment in advance). Further, in 
defining the concept of delivery time, it appears 
natural to take in principle the Sale of Goods Act 
as a starting point, and to mean by delivery the 
“handing over” in the sense of this law. The point 
of handing over is a well-defined and in every 
purchase a very critical moment. As a rule, no 
major problems arise in defining the moment of 
payment. It should be mentioned, however, that 
by payment is here meant payment in the generally 
accepted domestic or foreign means of payment: 
thus the acceptance of a bill is not in itself con- 
sidered payment, while, on the other hand, the 
discounting of the bill by a commercial bank or 
the Riksbank has been regarded as equivalent to 
the seller having received payment. Finally, in 
defining the amount of the trade credit, it appears 
natural to use the contract (possibly invoiced) 
price (value) of the delivery of goods in question. 
Some problems can however also arise here in 
connection with discounts, complaints etc., and 
likewise there is the problem of the interest charge 
on trade credits and its calculation. 

In trying empirically to measure trade credits it 
is necessary to follow the firms’ own accounting 
practices. It has been assumed that the informa- 
tion desired could be extracted directly from 
normal book-keeping, and thus acquires the 
meaning determined by accounting practice. On 
the whole, it is probably reasonable to assume here 
that it is the invoicing (or writing out of the bill) 
within the firms which determines the registration 
of the trade credits, both with regard to delivery 


date and amount of credit. When the invoicing 
takes place will again be determined by the ac- 
counting routine of the individual firm, but it can 
probably be assumed that it is closely linked with 
the delivery of the goods bought or sold. A more 
detailed investigation of the book-keeping practice 
of the firms in this respect would, however, be 
worth-while. 

The fact that the information which has been 
collected in this way is determined by the firms’ 
accounting practice means, on the one hand, that 
the debits and credits and changes in them which 
are accounted for can conceivably differ from the 
“theoretically correct” values, and, on the other, 
— and this is the most significant quantitatively 
— that the trade credits accounted for will differ 
from the balance of payments “accounting” via 
the “residual item”. This is due not only. to sta- 
tistical deficiencies (which are very fundamental) 
in the accounting for all other items in the balance 
of payments account, but also to purely defini- 
tional differences. Via the balance of payments the 
period of duration of trade credits will be recorded 
from “customs clearance” (in the case of imports 
when the customs examination is over, and in the 
case of exports when the export declaration has 
been sent in and registered) to the time payment 
is made, in so far as payment affects the foreign 
exchange reserves (this will not occur; e.g., if an 
exporter receives payment on his own account in 
a foreign bank and does not sell the foreign ex- 
change obtained in this way to a Swedish bank). 
The amount of the credits will in turn be deter- 
mined in the balance of payments by the (esti- 
mated) fob value of the goods, in the case of ex- 
ports, and, in the case of imports, by the (esti- 
mated) cif values. Just as it is obvious that the 
delivery date can differ from customs clearance 
for both imports and exports, so can the export 
fob value and the import cif value differ from the 
value at delivery (the contractual or invoiced 
value). In so far as transport costs are paid to 
foreign transport companies, it is true that this is 
of course accounted for separately in the balance 
of payments, but errors can arise in the transport 
costs to domestic enterprises via the registration 
procedure of the balance of payments. 
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Table 2. Certain types of asset and liability with foreign countries at the end of 1957: 
industry proper and wholesale trade. 
(Rounded to Kr million) 


1. Assets 
a) Credit balances at foreign banks and houses .......... 
b) Advances to'foreign’suppliers’ 2.00.26 2c nee ese 
c) Claims on foreign firms for goods supplied............ 
d) Loans to foreign firms (excl. bond loans) 


Total 
2. Liabilities 
a) Debts with foreign banks and houses .............--- 
ib)! Advances! from: foreren customers’... 52) )--1-ecl sie or 
Gm Debts tomorersnysup persian welejer ete ele elelere teltolestefel=m 
d) Loans from foreign firms (excl. bond loans) .......... 
Total 


Mining, iron 


Engineering Whole- 
Migs ta Bae! and ship- Forestry sale 
Pe iaakinodks building trade 
40 0 30 0 0 
210 10 150 20 10 
1 760 230 1170 250 90 
210 60 120 10 0 
2 220 300 1 470 280 100 
100 — 10 80 10 
980 0 950 0 0 
460 10 240 10 480 
10 0 10 10 50 
1550 10 1210 100 540 
670 290 260 180 — 440 
530 230 130 260 — 380 


The extent of trade credits 


Preliminary results of the survey are presented 
in tables 2 and 3. Table 2 shows the assets and 
liabilities with foreign countries which must be 
assumed to be connected, directly or indirectly, 
with transactions of goods. As the table shows, no 
less than 4/5ths of the foreign assets of industry 
proper fall within the ore mining and metal in- 
dustry branches; 2/3rds of the remainder relates 
to the forest industry. On the debit side the engi- 
neering and shipbuilding industry predominates, 
largely because of the large item of advances to 
shipbuilding from foreign countries. If one looks at 
liabilities to foreign suppliers, which is the second 
largest item on the debit side next to advances 
from foreign countries, “home market industries” 
are naturally somewhat more important here, be- 
cause their imports are larger than their exports. 
In this group (consisting of quarrying and allied 
industries, the printing and allied industries, the 
foodstuffs industry, beverages and tobacco in- 
dustries, textile and sewing industry, leather, hair 
and rubber goods industry, and chemical industry), 
the chemical industry accounts for more than 1/3rd 
of the indebtedness for goods, while the textile 


and clothing industry and the leather, hair and 
rubber goods industry each account for about 1/4. 

If one looks at assets and liabilities by group 
sizes for industry, one finds a strong concentration 
among the large firms. If the material is divided 
into two size groups — firms with more than 500 
employees, and firms with less than 500 — about 
4/5ths of the assets and 2/3rds of the liabilities 
(though it-is necessary to bear in mind here that 
firms with less than 50 workers are partly ex- 
cluded from the enquiry) fall on the former group. 
In the engineering group (excluding shipbuilding), 
over half of the total assets fall on the 10 largest 
firms (by value of assets). 

Table 2 also shows the amount of assets and 
liabilities in relation to foreign countries for the 
part of wholesale trade investigated (wholesale 
firms with more than Kr. 5 million turnover in 
1958, when together they accounted for an esti- 
mated turnover of Kr. 10,000 million). In contrast 
to industry, the liabilities side is here larger than 
the assets side, which again relates to the fact that 
the major part of wholesale foreign trading trans- 
actions occurs on the import side, while industry 
has exports to a greater extent. 

Thus, the general picture which emerges from 
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the material is that exports are accompanied by 
(short-term) capital exports while imports are ac- 
companied by (short-term) capital imports, be- 
cause it is normally the seller who does the fi- 
nancing (though parts of the engineering industry 
and shipbuilding, which export goods “to order”, 
are important exceptions to this rule). Deferred 
payment appears to be normal on both the export 
and import side. Since industry exports more than 
it imports, this sector will generally be a creditor 
abroad and an exporter of capital, while trading 
firms, which have more imports than exports, are 
“normally” debtors abroad and capital importers. 
(It should be noted here that the division between 
industry and trade is by no means absolutely clear, 
since some industrial enterprises also carry on 
some trading activity; such firms have generally 
been ascribed entirely to industry here.) 

If one assumes that that part of imports which 
falls outside this enquiry takes place via trade and 
is financed in the same manner as the part which 
is accounted for statistically, the debit side would 
be increased accordingly. For trade (and certain 
agricultural organisations which have transactions 
of goods with foreign countries and have therefore 
been brought into the investigation) this would 
give a grand net indebtedness of Kr. 650 million 
in 1957, which is about as large as industry’s net 
claim. In addition, however, there are other sectors 
of the economy which can have assets and liabilities 
with foreign countries (the transport sector and 
the public sector), and therefore one cannot say 
whether for the country as a whole the net assets 
(of the kind accounted for in table 2) with foreign 
countries are negative or positive. The same is true 
if one looks at pure trade credits. The net in- 
debtedness which emerges is too small for it to be 
considered significantly different from zero, in the 
light both of the random and measurement errors 
in the investigation itself and of its incomplete 
coverage. 


Duration of credits 


It is interesting to compare the amount of trade 
credits at the end of a year with the value of the 
turnover in goods during the year. This would, 
assuming that deliveries are spread fairly evenly 


throughout the year, give a measure of the average 
length of the credit period. If the net figure for 
the items on the assets and debit side which are 
directly connected with the firm’s turnover (ie., 
the net value of claims for goods supplied minus 
advances received) is related to the value of ex- 
ports (invoiced value), the following ratios are 
obtained for the years 1956—58, and these give 
an idea of the length of the credit period ex- 
pressed in years (the information is based on 
original figures not blown up to national totals). 


1956 1957 1958 


Mining, iron and steel works........ 0.13 0.12 0.11 
Engineering (excluding shipbuilding) 0.31 0.28 0.29 
ROLES ELV aea en atest src a-aier a ectie: a/e Sere otete 0.07 0.06 0.08 
@ther branchestr ewes «aes eek Soe 0.19 0.11 0.13 


Since only one observation is available per year 
and per firm for the above relationships, and since 
different branches have different selling and ship- 
ping seasons, it is not possible to make unqualified 
comparisons between branches and interpret the 
differences between them as an expression of the 
differences in the (average) period of credit, just 
as one cannot interpret a change from one year to 
another solely as an expression of changes in credit 
periods. With a given length of the credit period, 
those branches whose delivery season falls late in 
the year will of course have a relatively high ratio 
between claims for goods and exports. From the 
trade statistics it appears, however, that the dif- 
ferences in the concentration of exports at the end 
of the year for the total of goods which can be 
ascribed to the branches specified above are not 
so great that this alone can explain the differences 
in the periods of credit shown in the above figures. 
It appears therefore that the figures given would 
express a real difference between the branches 
with ‘respect to the deviation of trade credits. 
Possibly this difference could be due to the fact 
that the engineering industry, which shows a larger 
granting of credit in relation to exports than, e.g., 
the forest industry, to a greater extent sells goods 
which must be installed and tested on the spot, 
and payment is thereby delayed. The difference 
can, however, also be a result of international 
competition with credits in the sale of capital goods 
and of these being sold, to a greater extent than 
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forest products, in countries which are short of 
capital. 

If a similar comparison is made by firms a very 
wide spread, even between firms in the same 
branch, is found in the relation trade credits/ex- 
ports. This is particularly true of engineering. 

A similar comparison of the relationship between 
liabilities for goods (which can be related directly 
to imports) and imports gives the following ratios 
(expressed as number of years) for wholesale 
trading firms. 


1957 1958 
Oilkand motor carsteee eres Oe reeled 0.27 0.27 
Other wholesale firms with turnover in excess 
Ob ors Simi llion teense eke se ostioate ns teeta 0.07 0.10 


Others (turnover between Kr. 5—15 million) 0.13 0.16 


What has been said above about industry and 
the influence of differences and shifts in delivery 
seasons also applies, mutatis mutandis, to the 
wholesale trading firms. 

A question was included in the enquiry’ with 
a view to obtaining an idea about the frequency 
and the timing of changes in the times of payment. 
The question was divided up in order to be able to 
separate the export and import sides and to obtain 
a ‘yes’ or ‘no’ answer to the question as to 
whether the average time between delivery and 
payment 1) had changed to the disadvantage of 
the seller (as a result of later advance payment, 
change-over from advance to deferred payment, 
or later deferred payment), 2) had changed to 
the advantage of the seller (as a result of earlier 
advance payment, change-over from deferred to 
advance payment, or earlier deferred payment). 

The overwhelming impression from the replies 
to these questions is that the credit periods have 
been comparatively stable from 1954 to 1958. How- 
ever, about a quarter of the industrial firms which 
replied (if the replies are weighted by the value 
of the firm’s exports) consider that the times of 
payment for exports have changed in the direc- 
tion which would involve increased granting of 
credit (net), while a change in the opposite direc- 
tion is only admitted by a small percentage. In 
the former cases, the change is generally indicated 
as having occurred in the years 1957—58 (the 
questions really referred to the whole period 1954 


—58; however, it is necessary to assume that it is 
the changes in the latter part of the period which 
in the first instance are recalled and reported). 
This agrees with the ratio figures given above for 
claims for goods (credits) to the extent that in the 
case of some branches these also show some in- 
crease from the end of 1957 to the end of 1958. 
In wholesale trading about 1/5th of the firms (ex- 
cluding the oil companies; the replies weighted 
with the value of the firm’s imports) report that 


during the period the times of payment have 


changed in the direction which involves increased 
granting of credit on the part of the seller. Only a 
few firms have indicated the time at which the 
change took place, so no conclusions can be drawn 
in this connection. 

Without proving anything these replies can, 
however, be interpreted in the direction — which 
other information also suggests — that the general 
economic situation is of great importance in rela- 
tion to changes in credit periods. In a buyer’s 
market during a recession the seller must give more 
credit (or receive fewer advances); in a seller’s 
market during a boom the seller gives less credit 
(demands more payment in advance). This would 
apply to both the export and import sides. The 
development during 1957—58 would thus most 
readily be explained by the international down- 
turn. If, on the other hand, the easier credit market 
conditions in Sweden had been the determining 
factor one would primarily have expected that at 
the same time as the exporters-sellers gave more 
credit the importers-purchasers would take less 
credit, while the statistical material seems to in- 
dicate longer credits with respect to both exports 
and imports. 


Changes in trade credits 


Table 3 shows the annual changes in assets and 
liabilities for industry as a whole and for the 
predominant branches engineering and _ ship- 
building, and for wholesale trade. In both 1957 
and 1958 there is a positive net increase in the 
assets of industry. This arises as a change on both 
the assets and debit sides; the decline in in- 
debtedness contributes largely to the net change 
during 1958. In pure trade credits, on the other 
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Table 3. Changes in certain assets and debts with abroad in the years 1957 and 1958: 
industry proper and wholesale trade. 


(Rounded to Kr. million) 


Whole of industry 


of which engineering 


including shipbuilding wholesale trade 


1957 | 1958 | 1957 | 1958 | 1957 | 1958 

PINNEESU MORELOS ig aes ee AG aiviee ene wea ess 160 60 110 20 10 0 

of which: advances to foreign suppliers............ 20 20 0 — 50 10 0 
claims on foreign companies for goods 

BDDC treme atitamcd sures arn Sie siobiaisceusdeu 3 110 90 90 80 0 0 

BRIELLE SUID TCL ae ato BYE ch clevare'e oi sreid ais Siavave Sole «Bg o's 120 — 140 120 — 130 20 40 

of which: advances from foreign customers ........ 120 — 160 110 — 150 0 10 

debts to foreign suppliers .............. 20 30 10 30 — 20 30 

PERTATI ROSIN MICL ASSCES Sc efi graves Waele 6) sha eto ohelereplanee © 40 200 — 10 150 — 10 — 40 

VERTIS CLECUTS LOL SOOGS A 5 acu ois) aishale obo ds. dvelo a ms)ers — 10 200 — 30 150 30 — 40 


hand, there occurred a smaller accepting of credit 
abroad in 1957 and a pretty large granting of 
credit in 1958. This swing relates closely to the 
development of advances to shipbuilding. 

In the case of wholesale trading there is a net 
increase in indebtedness in both 1957 and 1958. 
In 1957 this is entirely due to the development on 
the borrowing side, while credits for goods give a 
positive balance. During 1958, on the other hand, 
it is the increase in the liabilities for goods which 
dominates the picture. 

If industry and trade are combined a net 
balance is obtained for the year 1957 which is not 
very far from zero. For 1958 there is a net positive 
increase in foreign assets of about Kr. 160 million. 
Approximately the same result is obtained for 
credits for goods. In a summation of this kind the 
result for trade ought, however, to be given addi- 
tional weight, since the import side has less cover 
than the export side. If this is taken into account 
one would still obtain for 1957 a fairly insignificant 
net change, while the 1958 figure for credit for 
goods (net) would fall to Kr. 150 million, in 
round figures. 

The results set out in tables 2 and 3 show that 
the development of trade credits is influenced by 
shifts in the composition of goods featuring in 
foreign trade, since the conditions of payment and 
credit periods differ as between firms and branches. 
The shipbuilding industry occupies a special posi- 


tion in this connection, with liabilities for goods 
(advances received) exceeding claims for goods. 
This relates to the special and rather rigid forms 
for the payment of ships, with fixed percentage 
payments at various phases from the placing of the 
order for a ship to its delivery. Other types of 
goods in addition to ships (which, of course, also 
appear on the imports side) which seem to be 
significant for changes in trading credits are im- 
ports of aircraft and — also on the import side — 
liquid fuels and means of propulsion. 


Some conclusions 


The questionnaire of which these are the pre- 
liminary results does not give any complete picture 
of the amount of and changes in trade credits for 
the country as a whole, since the transactions of 
certain sectors (and sub-sectors) with foreign 
countries are lacking. In addition, the results of 
the investigation are of course themselves subject 
to fairly wide margins of error. Notwithstanding, 
a number of interesting and important conclusions 
can probably be drawn from the material. 

In the first place, one obtains an indication of 
where the main centre of trade credits is situated 
and where any important changes can thus be ex- 
pected to occur. It also shows that trade credits 
are rather important quantitatively, that significant 
changes can occur during a year, but that these 


98 SKANDINAVISKA BANKEN 


changes, at least for the years studied here, have 
a tendency to cancel one another out in the total. 

Secondly, the results do no indicate that the 
“residual item” in the Swedish balance of pay- 
ments statistics can be explained by the shifts in 
trade credits, at least as these have been defined 
here. For the years 1957 and 1958 the “residual 
item” (as defined in table 1) was Kr. —201 mil- 
lion and Kr. —435 million, respectively, which 
could be interpreted as meaning that trade credits 
from foreign countries were obtained on a con- 
siderable scale during these years. According to 
what has just been said above, the results of the 
enquiry mainly suggest unchanged net trade credits 
during 1957, and the granting of credit of about 
Kr. 150 million during 1958. In comparisons of 
this kind account must, however, be taken of dif- 


ferences in definition and of the fact that trade 
credits do not always refer to the calendar year, 
but to the accounting year, which often differs 
from the calendar year. 

In the third place, it is obvious that trade credits 
must also be fundamentally affected by factors 
other than purely credit market forces (the in- 
vestigation shows practically nothing about the part 
played by the latter). The relationship between 
the rate of increase of exports and imports is thus 
of great significance, since on the average exports. 
are accompanied by an export of capital (granting 
of credit), while imports are accompanied by 
capital imports (obtaining credit). The material 
further supports the plausible a priori assumption 
that the periods of credit vary in some degree with 
the economic climate. 
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SWEDISH COMPANY ACCOUNTS FOR 1959 


After the recession of 1957—-58 there was a 
considerable improvement during 1959 in the 
economic position in Sweden. But the upturn came 
fairly late. Economic activity only began to re- 
cover in the second half of the year, but when it 
did begin the increase was very rapid. Rapidly 
rising production and foreign trade and declining 
unemployment are the distinguishing features of 
the second half of 1959 and the first six.months of 
1960. 

These economic developments are reflected in 
the accounts of the large Swedish companies for 
1959. Compared with 1958, 1959 was in general 
a better year for the firms analysed, from the point 
of view both of sales and, though not to quite the 
same extent, of overall results. Total turnover for 
the companies, which had declined somewhat 
during 1958, increased in 1959 by about 6.5 per 
cent, almost exactly as much as between 1956 and 
- 1957. During the boom of 1954—56 the increases 
in turnover amounted to approximately 10 per 
cent per annum. The fact that turnover in 1959 
did not increase by more than 6 per cent, despite 
the significant improvement in economic activity, 
is almost certainly due to the fact that the revival 
in activity occurred fairly late in the year. With 
the exception of shipbuilding, all the branches 
investigated increased their turnover during 1959. 
Only 18 firms (5 of them in shipbuilding) among 
the total sample of firms showed a drop in total 
value of sales. The increase in turnover was par- 
ticularly marked (over 12 per cent) in iron and 
steel. In the engineering industry (excluding ship- 
building) turnover increased by 10 per cent, some- 
what less than the figure of 11 per cent for 1958. 


1 The investigation comprises some 100 large Swedish com- 
panies in various sectors with a turnover of approximately Kr. 
14,000 million and a total labour force of around 270,000. A 


similar survey appeared in the July, 1959, issue of this Quar- _ 


terly. 


The wage bill rose by only 2.5 per cent, while 
the number of employees fell by 0.4 per cent. In 
the case of manual workers the drop was larger, 
about 1.5 per cent, despite a fairly large increase 
in production and sales. 

The rise in turnover and the fairly moderate 
increases in costs have led to an increase in the 
companies’ gross profits, 1.e., profits before provi- 
sion for taxes, depreciation and allocations, by 
over 10 per cent. In 1958 gross profits fell by 2 
per cent, after having increased by 7—9 per cent 
in both 1956 and 1957. The following table shows 
(in Kr. million) the appropriation of gross profits 
for the last three years: 

1957 1958 1959 


Depreciation: Buildings ........ 114 119 161 
Machinery ...... 567 604 677 
Allocations: Pensionfunds .... 249 290 250 
Investment funds. . 115 266 325 
CVaxestmer ce Peer est oe 603 473 488 
INGE NOrOfits sammie sre rte Attn 528 491 529 


Grossiprofitspupieerctioc tee cers: 2,203 

The table shows that the companies have to a 
large extent used the increase in gross profits to 
consolidate in various ways. For example, the 
allocation to investment funds has shown a large 
increase over 1958, Kr. 325 million as against Kr. 
266 million. Approximately Kr. 195 million of 
existing investment funds were drawn upon in 
1959, so that the net increase in this item in the 
balance sheets is shown as Kr. 130 million, com- 
pared with Kr. 230 million in 1958 (see the table 
on p. 100). Depreciation provisions also rose con- 
siderably in 1959, while allocations to pension 
funds were the same as in 1958. The annual re- 
ports do not give information about the hidden 
reserves in stocks of goods which can be used 
quantitatively, but a reading of the annual reports 


-indieates'that on the whole these reserves increased, 
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Summarized balance sheets of about 100 large Swedish companies (Kr. million) 


1957 
Assets 
Cluarrentiassets; s:shanie oxicictn va sbererfouaaeets sr olege clots 8,956 
Ol Which? StOCKS (Of OOS...) -sinieiles « oets eel (3,483) 
cash in hand and at bank ........ (1.924) 
Bixed assets Wars acces cramiayaicjevetshets. fer svetcrnratova erate 7,872 
Total assets 16,828 
Liabilities 
@urrent liabilitesscc. ss oprsreeaclatspver ersiernaete Tela 5,707 
Long-term lia bilities’ty).eiiaiasence as ote eo eeie 3,102 
of which: allocations to pension funds ...... (1,306) 
@apital and reserves! \.\svciaele jeri’ =/cistale'« -tevalads< 8,019 
of which : investment funds..............-. ( 423) 
Total liabilities 16,828 
Neb prokitspace adc esac tc ohio setae ant 528 
Profits before tax, depreciation, allocations to pen- 
SION ANG INVEstment {U0dSi wae eeeneae celina a 2,176 
Dividends er sen wile aac see Ae es os ene meiote 356 
Dividends as a percentage of total capital........ 4,4 


if a few firms which were forced to write up their 
stocks because of tax provisions are ignored. 
Finally, after making these appropriations, tax 
shows only a small increase compared with 1958. 
The total net profits of the companies thus in- 
creased by 8 per cent to Kr. 529 million, after 
having declined by almost 6 per cent from 1957 
to 1958. 

Dividends to shareholders increased in 1959 
from Kr. 363 to 395 million, a little less than 9 
per cent, though in this connection it should be 
noted that issued capital was raised during the 
year by Kr. 53 million through new issues. Divi- 
dends as a percentage of capital thus increased from 
4.3 per cent in 1958 to 4.4 per cent in 1959. 

The table above shows that 1959 involved 
significant changes in the companies’ balance 
sheets. What immediately attracts attention is the 
very large increase which has taken place in the 
liquid assets of the companies. Cash in hand and 
at the banks increased by no less than Kr. 1,053 
million to Kr. 3,369 million. Behind this drastic 
increase in the liquidity of the companies there 
lies of course the saturating of the liquidity of the 
market which occurred, e.g., through the effects 


Change (+ or —) 


1958 1959 1957-58 1958-59 
8,938 10,259 MGR + 1,321 
(3,259) (3,369) (= 224). (ities 
(2,316) (3,369) (+392) © (1,053) 
8,261 8,654 + 389 4+ 393 
17,199 18,913 + 371 is AU 
5,224 5,747 ~~ __ 483 a 500 
3.503 4,171 + 401 + 668 
(1,557) (1,909) (+259) - (+ 352) 
8,472 8.995 + 453 4 523 
( 653) ( 783) (+ 230) (+ 130) 
17,199 18,913 + 371 41,714 
491 529 ayy 488 
2 203 2,430 4 27 4+ 227 
363 395 4 gle 


4,3 4,4 


of the government’s budget. But the increase in the 
companies’ liquidity appears to be considerably 
larger than can be explained by general liquidity 
developments. It is probable that significant shifts 
in liquidity have occurred between different sectors 
of the economy, shifts which have taken place to 
the advantage of the large companies. Other items 
on the assets side of the balance sheets do not 
show such large changes. Stocks, which fell during 
1958, show a small increase in 1959, while the rate 
of increase in the value of fixed assets was pretty 
well unchanged. Of the increase in fixed assets 
Kr. 33 million is due to writing-up in connection 
with share issues. 

On the debit side both liabilities and capital 
have increased. Long-term liabilities show the 
largest rise, Kr. 668 million, of which more than 
half relates to pension funds. Current liabilities 
show the largest difference, however, between de- 
velopments in 1958 and 1959, since they fell by 
Kr. 483 million in 1958 and rose by Kr. 523 
million in 1959. Finally, the increase in total is- 
sued capital was somewhat greater last year than 
in 1958. ; 

Bengt Senneby 


—— 


po cn tna i 
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THE ECONOMIC SITUATION 


The year 1959 developed into a pronounced 
period of prosperity, yet in many respects it was a 
year which evidenced an economic upswing that 
was internationally uneven. In the United States 
the threat of a steel strike led to an accelerated 
rise in production during the spring of 1959. The 
strike itself occasioned an interruption in the up- 
swing lasting from July to November, and the 
subsequent upturn has only managed to maintain 
that rate of production obtaining prior to the 
strike. In Western Europe, certain countries — 
among them Western Germany and Denmark — 
enjoyed boom conditions over the whole year. In 
other Western European countries — in whose 
number Sweden is to be found — it was only after 
a certain time lapse that any marked movement 
upwards was observed during 1959, this developing 
into a rapid upswing which, by the turn of the 
year, had led to a situation that could be described 
as a boom. 

Boom conditions have continued to prevail 
during the spring of 1960, but there are an in- 
creasing number of indications that the pace of 
the upturn has lessened, which is in fact quite 
natural when productive resources have become 
pretty well fully-employed. The reserves of labour 
have, generally-speaking, been exhausted, while at 
the same time the rationalization investments car- 
ried out earlier have resulted in increases in produc- 
tion. In addition, economic policy in Western 
Europe has been tightened up to a greater and 
greater extent — in contrast to the situation in 
the United States — in order to stave off infla- 
tionary pressures. The rise in production will be 
determined in the future by the current supply of 
labour and the increases in capacity and produc- 
tivity brought about by current investments. 

The Swedish economic situation is, in the main, 
balanced. However, conditions on the labour 
market are strained and constitute an obstacle to 
further increases in production. The liquidity of 


the banks and the public is still high. The budget 
deficit — and thus the Government’s borrowing 
requirements — during the first half of 1960 has, 
however, been lower than what was expected. 
Furthermore, the borrowing requirements have 
principally been met outside of the commercial 
banks, this having a curbing effect on liquidity. 
The Riksbank has pursued a restrictive policy with 
an increased rate of discount, more rigorous 
liquidity regulations and recommendations to the 
banks to exercise restraint in their lending ac- 
tivities. 


The international economic situation 


In the United States a powerful recovery took 
place after the steel strike. The gross national 
product, which fell by $ 6,000 million from the 
second to the third quarter of 1959, rose by 
$ 5,000 million up to the fourth quarter, and by 
a further $ 17,000 million up to the first quarter 
of 1960 — thereby exceeding the $ 500,000 million 
mark for the first time. Industrial production — 
a more sensitive indicator — dropped by 7 per 
cent during the steel strike, but made up for this 
before the end of the year. During 1960 output’ 
has, in fact, been gradually falling and in May it 
was the same size as a year earlier. 

Underlying this development we find, in the 
first_ place, stock fluctuations. Demand for stock- 
piling was responsible for one-half of the increase 
in the gross national product during the first 
quarter of 1960. A quarter went to consumption, 
and the rest in equal proportions to a rise in ex- 
ports, higher public expenditures and increased 
private fixed investments. 

During the second quarter of 1960 the building- 
up of stocks was discontinued — in the steel sector 
a gradual reduction would, in fact, seem to have 
occurred. Total consumer demand is, however, 
rising and stocks are generally considered to be 
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not too large. Amongst other cheering features it 
can be observed that, according to the latest 
enquiries, business investments are planned to be 
16 per cent greater in 1960 than during last year. 
However, house-construction activity has so far 
this year been very much quieter than in 1959. 
The expenditure on these investments ascribed to 
the year 1960 is, however, lower than that in 1959, 
in spite of the fact that an upswing has taken place 
as from March in the number of buildings started 
on. 

Economic policy has gradually been relaxed in 
the United States. Thus, the official rate of dis- 
count was lowered to 3 1/2 per cent at the be- 
ginning of June. Decreased government borrowing 
requirements have contributed to the emergence 
of easier conditions on the money market. The 
commercial banks have had the possibility of in- 
creasing their loans to the business sector. More- 
over, consumer credits have been 14 per cent 
greater this year than last. 

In Great Britain economic activity has been 
rising uninterruptedly since the beginning of 1959. 
The level of industrial production was, during the 
first quarter of the present year, 10 per cent higher 
than during the corresponding period last year. 
Private investments, which did not exhibit any 
distinct indications of rising in 1959, are now ex- 
pected to increase up to 1960 by about 16 per 
cent. Private consumption has continued to grow, 


Foreign Trade (Million Kr) 


(Current 3-months averages) 


A Imports 
B Exports 
C Import surplus 


Source: Board of Trade 


this being particularly the case with respect to 
durable consumer goods, but there has been a 
slackening-off in the rate of increase. Government 
expenditure is, at present, rising by approximately 
4 per cent a year. British exports increased briskly 
up to January of this year, after which time a 
certain decline has been observed. The upward 
movement noted in imports also seems to have 
been halted, although imports were 15 per cent 
higher during the first quarter of the present year 
than during the same period in 1959. The in- 
crease was particularly large with respect to manu- 
factured goods (65 per cent) such as machines, 
semi-manufactures (e.g., iron and steel + 136 per 
cent), and raw materials like iron ore (+ 59 per 
cent) and paper pulp (+ 25 per cent). 

Economic policy has been tightened up during 
1960. In January the Bank Rate went up to 5 per 
cent, and was raised again in June by | per cent. 
The steps taken to compel the banks to pay in, 
during the month of June, special deposits to the 
Bank of England equivalent to 2 per cent of their 
total deposits must be interpreted as a symbolic 
act in the policy of greater restriction; they can 
scarcely be said to have had any effective signifi- 
cance. Furthermore, it should be mentioned that 
hire purchase terms have been made stricter 
during the year. The fiscal measures, on the other 
hand, have not been particularly restrictive. 

In Western Germany the economic upswing 


Price Trends in Foreign Trade (1949 = 100) 


A Export Price Index 
B Import Price Index 


Source: Board of Trade 
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began as early as during the autumn of 1958. 
Despite this fact, production was still rising at a 
brisk pace in the spring of 1960. The level of 
industrial production during the months January 
to April, 1960, was about 12 per cent higher than 
the level prevailing at the same time last year. 
Underlying this increase we find a rise in produc- 
tivity of roughly 10 per cent and increased employ- 
ment in the form of a longer working week, etc., 
of 2 per cent. The labour shortage has gradually 
become more and more serious; in April there 
were only 186,000 unemployed as against 455,000 
vacancies. The development of demand is tending 
very definitely upwards. Domestic demand for 
investment goods has increased this year by one- 
third as compared with 1959. As a result of higher 
wages and a lower propensity to save, private 
consumption is now rapidly rising. At the same 
time, foreign demand for German products has 
this year gone up 24 per cent in comparison with 
the same time last year. However, the speculative 
building-up of stocks has been curtailed during 
1960. Owing to the fact that demand has tended 
to rise more swiftly than production, the develop- 
ment has been accompanied by a steep increase in 
imports (by 26 per cent). However, Western 
Germany still has a growing surplus in her foreign 
trade, which increases the shortage of goods and 
pushes up liquidity and the propensity to invest. 
Economic policy has been made more stringent 


(in thousands of persons) 


A Employment in industry 
B Total unemployment 
C Registered unemployment (in per cent) 
Source: Labour Market Board 
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during the past twelve months. The Authorities 
have repeatedly increased the discount rate (from 
2 1/2 per cent at the turn of the year 1958/59 to 
5 per cent in June, 1960), gradually heightened 
the demands on the commercial banks’ minimum 
cash reserves, and tightened up the stipulations 
relating to rediscounting. 

The remaining West European countries have 
also participated in the international upturn. In 
other parts of the world, a recovery from the 1958 
—59 recession is being experienced. The primary- 
producing countries are still suffering from a 
relatively low price level for their export products. 
The international economic upswing has not been 
characterized to the same extent as previously by 
heavy stock speculations in raw materials, which 
should in the long run be able to facilitate the 
continuation of a balanced upswing for the non- 
European countries. 


The Swedish economic situation 
The labour market 


In Sweden, as in many other countries, the 
supply of labour has become a factor of decisive 
importance for the development of business ac- 
tivity. There has, it is true, been a shortage of 
certain skilled categories of workers during the 
whole of the postwar period — even during the 
1958 recession — but now this shortage embraces 


A Under construction 
B Started 


Source: Labour Market Board 
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an increasing number of trades and a situation 
has arisen on the labour market similar to that 
prevailing in 1955—57. During the autumn of 
1959 and the spring of 1960, demand for labour 
from industry, the building sector, the service 
industries and forestry has risen so swiftly that the 
reserves of labour built up during the recession 
have now been exhausted. The natural flow of 
manpower onto the labour market and the “nor- 
mal” shift from declining to expanding sectors of 
industry will be limiting factors for the future 
growth of production. 

It is estimated that the supply of labour will 
increase by 50,000 persons (1 1/2 per cent) from 
1959 to 1960. The shortening of the working week 
(to 45 hours) is, however, equivalent to about 1 
per cent fewer working hours during the year. 
The net increase will thus be only 1/2 per cent. It 
is of considerable importance how this additional 
supply of labour will be split up over the year. 
The following table illustrates how the manpower 
reserve of unemployed and those in public works 
was utilized during the spring of 1960. Change 
from 1959 to the same month in 1960 (in thou- 
sands) : 


Jan. Feb. Mar. Apr. May June 


Wneniployedtre scenes —27 —20 —12 —16 —14 —8 
Persons in public works + 3 + 1 — 4 —6 — 5 — 3 
Net change (correspond- 

ing to increase in the 

supply of labour).... —24 —19 —16 —22 —19 —1ll 


Share Index 


A Home Market Industry 
B Other Industry 
C Banks 


Source: Skandinaviska Banken 


1957 1958 1959 1960 


The addition to the labour supply from this 
source must become smaller in the future, as the 
figures for unemployment and volume of public 
works were diminishing. 

However, the reinforcement from young people 
leaving school and from the importation of foreign 
labour can be expected to be greater during the 
second half of 1960 than during the first. But, to 
some extent, the manpower shortage is more acute 
during the period April to September due to the 


fact that in many places the cutting down of 


working hours has been concentrated on this part 
of the year, often in the form of free Saturdays. 

The shortage of labour has meant that an in- 
creasing number of workers who have reached 
retirement age are being retained and that more 
young people, and above all women, are being 
drawn into industry. Thus, employment rose from 
April, 1959, to April, 1960, by 8.4 per cent for 
female labour as against 4.8 per cent for male. 
During the same period, the number of foreigners 
working in Sweden also rose — by 8,000 (8 per 
cent). The number of hours worked overtime in 
industry climbed over the same space of time from 
1.2 hours per week to 1.6 hours per week, which 
almost corresponds to a 1 per cent increase in 
employment. 

Against this development on the supply side of 
the labour market, however, we find an even 
greater increase in the demand for labour. The 


Deposits and Advances of the Commercial Banks (Mill.Kr.) 


A Advances 

B Deposits 

C Advances + Cash, Treasury Bills & Bonds 
Source: Banking Inspection Board 
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number of vacancies, for instance, was 20 per cent 
higher during January—April, 1960, than a year 
earlier. Both in industry and the building and 
construction sector, projects have been started 
upon which require substantial increments of 
labour during the remainder of 1960 and in 1961, 
too. It would seem that it will not be possible to 
complete many of these within the estimated time. 
Delays in, and cost increases for, not only these 
new projects but also projects currently being 
executed are a likely consequence of the strained 
situation on the labour market. 

Certain disorganizing elements have already 
made themselves felt on the labour market in the 
form of, inter alia, increased absenteeism and over- 
mobility. However, parallel with the depressive ef- 
fect on productivity caused by this over-mobility, 
there is also a productivity-raising tendency in the 
shape of a greater willingness on the part of the 
workers to move to the most expansive sectors. 
According to the statistics kept by the Confedera- 
tion of Trade Unions, transfers from one trade 
union to another have, after declining for a num- 
ber of years, increased again during 1959. The 
engineering industry and the building sector have 
hereby received extra additions of manpower from 
agriculture and forestry, as well as from the rest 
of industry. 


Production trends 


The 1958 recession gave rise to no more than a 
minor decrease in total industrial production in 
Sweden. The average production figures for 1959 
exceeded those noted in 1957. During the autumn 
of 1959 industrial production rose so quickly in 
fact that it had, by the turn of the year, recovered 
all the ground it had lost on account of the reces- 
sion. In other words, the index of production was, 
at the end of the year, completely in line with the 
pace of development experienced during the years 
1954—57. During 1960 production has continued 
to increase, but at a slower rate than during last 
autumn. This is probably due, in part, to the in- 
creased difficulties discussed above in obtaining 
labour. Furthermore, much of the rise in produc- 
tion during the autumn of 1959 is most likely the 
result of rationalization investments made during 
the recession. Further gains in productivity will, 


to a greater extent, be dependent on current in- 
vestments. 

After having gone down during the latter half 
of 1958 and the first half of 1959, industrial 
production rose in comparison with the cor- 
responding period one year earlier (as a per- 


centage) : 
1959 1960 
Ores Qtr. 4 Jan. Feb. Mar. Apr. May 
5 8 9 8 6 7 f) 


This upswing was experienced by all branches, 
with the exception of the leather and shoe in- 
dustry. It is true that the increase in production 
in many sectors began during the third quarter of 
1959, but in the iron and steel works and the paper 
industry the upswing had already commenced a 
year earlier. Furthermore, these two branches show 
the most rapid annual expansion, and no signs of 
a slackening-off in the rate of increase have been 
observed. Thus, in the paper industry production 
rose by 11 per cent from 1958 to 1959 and by no 
less than 18 per cent up to the first quarter of 
1960. As far as the iron and metal works are 
concerned, production has increased over the past 
two years by, on the average, 12 per cent a year. 

On the other hand, however, output in the 
timber industry did not start its upward trend 
until 1960. Despite climbing sales of timber prod- 
ucts, the production of this sector fell by 6 per 
cent between 1958 and 1959. After the stocks ac- 
cumulated during 1958 had been run down by 
about the end of 1959, the rise in production 
during the first quarter of 1960 (compared with 
the same period last year) was 14 per cent. The 
increase in output in the pulp industry began in 
the third quarter of 1959 with 10 per cent and 
has continued with 14 per cent and 12 per cent 
during the following quarters (all compared with 
the same period a year ago). Nor does there here 
seem to be any evidence of a slowing-up in the 
rate of increase. 

Employment in the engineering industry has, 
generally-speaking, so far this year been 5 to 6 
per cent higher than was the case last year. The 
rise in production corresponding to these figures is 
unfortunately not known. The depressive trend in 
the shipbuilding industry represents, however, one 
important exception from these boom tendencies 
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with its continued depressive trend. From No- 
vember, 1959, to February, 1960, employment in 
this sector was between 8 and 9 per cent lower 
than a year previously. However, some improve- 
ment has been noted during the spring of 1960. 
Incoming orders have increased — yet not enough 
to balance deliveries. The backlog of orders has 
therefore fallen swiftly between August, 1959, and 
February, 1960. As was the case earlier, two- 
thirds of the stock of orders now consist of export 
orders. 

In the pure consumer industries, too, an upswing 
in production was experienced during the autumn 
of 1959. The recovery of the textile and sewing 
industry — which was rather brisk at that time — 
has, however, slowed down somewhat during 1960. 
In April, output was only 4 per cent higher than 
a year earlier, while a corresponding comparison 
during the fourth quarter of 1959 showed an in- 
crease of 13 per cent. The revival of the leather 
and shoe industry during the second half of 1959 
has developed into a decline in production during 
1960. 

In the building and construction sector, activity 
was — in contrast to the other branches — steeply 
rising during the whole of the recession in 1958/ 
59. There was an increase in the volume of in- 
vestments of 10 per cent from 1958 to 1959. The 
projects started in the autumn of 1959 and during 
last winter promise an even more expansive tend- 
ency during 1960. 


Prices and wages 


During the past two years consumer prices in 
Sweden have been more stable than at any other 
time during the post-war period. Admittedly, a 
rise of 3.9 per cent was noted between April, 1958, 
and April, 1960, but 2.9 per cent of this increase 
is attributable to the sales tax that was introduced 
at the very beginning of this year. Changes with 
respect to the various groups of commodities and 
services have been influenced by, inter alia, the 
fact that the sales tax was payable on some by as 
much as 4.2 per cent, while on others it was not 
levied at all (rents, certain kinds of services). In 
April of this year, foodstuff prices were 5.5 per 
cent higher than two years ago. With regard to 
clothing and shoes, the corresponding price in- 


crease was scarcely 5 per cent, for furniture and 
household articles the rise was 4.5 per cent and 
for sundries (mainly services) 4.1 per cent. Rent 
increases have been in evidence both during 1959 
and in 1960. However, these have, practically- 
speaking, been entirely offset by the fall in fuel 
prices (not less than 8 per cent in two years). 
This relative stability in consumer prices is not 
peculiar to Sweden, being a current characteristic 
of the West European and American economies. 


Changes in the costs-of-living (in percentage form) 


1953—1958 March 
1958—1960 
Swedenitse. cco ease eee 19 3 
Gréat Britain’... soos 20 2 
Western Germany........ 10 4 
Francé.3.-cnu see 22 11 
The Netherlands ........ 16 2 
Switzerland! areca seers 7 1 
Denmark. eee 17 5) 
Wnited States san eile 8 2 


If the price rise experienced in Sweden is 
reduced to 2 per cent — making allowance for the 
sales tax — it would then be more comparable 
with those of the other countries. Several countries 
have experienced only 1—2 per cent price rises 
during the period under review. However, in 
Western Germany, for example, the past year’s 
abnormally high level of business activity has 
caused a particularly steep price rise. 

The development of wages was somewhat calmer 
in Sweden during the recession than earlier during 
the post-war period. The nominal hourly wage in- 
crease (including the wage drift) from 1958 to 
1959 amounted to 4 1/2 per cent. However, the 
1960 Wage Agreement implies a tendency towards 
a somewhat brisker wage rise, which will probably 
be reinforced by a wage drift of increasing magni- 
tude. The nominal wage costs per hour, including 
the pension fees paid in by the employers, are 
expected to rise by about 7 per cent. In addition, 
we must take into account the wage drift which, 
in view of the acute shortage of labour, will most 
likely be of sizeable proportions. It has been of- 
ficially estimated to amount to 2 per cent (in the 
revised National Budget), but it can quite possibly 
turn out to be twice’as high; in actual fact, two- 
thirds of the industrial workers’ wage rise since 
1953 has been a consequence of the wage drift. 

International comparisons of wage developments 
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are of dubious value on account of factors such as 
wage drifts and changes in social benefits. 

Percentage change in average hourly earnings 
in industry in: 


Orel 
1953—58 1958—59 1959—60 

SE CEU Taya enct-cici eve. @ + 38 +5 Pat, 5 
Great Britain...... + 37 +4 + 3 
Western Germany. . + 42 +5 +7 
WENA C ems creer aya toler (+ 48) +6 +5 
The Netherlands .. + 40 +2 +4 
IWnited States...; ....'. + 20 +4 +4 


1 Not influenced by the 1960 Agreement 


It is clear from the above that the increase in 
wages experienced in Sweden has developed at 
roughly the same pace as in the other West 
European countries. A comparison between the 
development of prices and wages in the various 
countries, on the other hand, gives an entirely 
different result (with reservations for 
patibilities). Thus, since 1953 the increase in real 
wages has been appreciably quicker in, e.g., West- 
ern Germany and France than in Sweden and 
Great Britain. 


incom- 


Foreign trade 


The economic upswing began with an increase 
in exports as early as at the turn of the year 1958/ 
59. From 1958 to 1959 exports went up by 6 per 
cent in value and 8 per cent in volume. This is, 
however, a slower development on the average 
than during the years 1953—57, when the volume 
of exports rose by 9 per cent a year and the value 
of exports by 10 per cent. 

The following table shows the percentage change 
in foreign trade from the corresponding quarter a 
year earlier: 


1959 1960 
Qtr. 1 Qtr. 2 Otr.3 Otr.4 Qtr. 1 April—May 
Exports of 
goods, fob + 5 +8 +2 
Imports of . 
goods, cif —14 +6 +6 +11 +38 ap ale 


+ 8 +27 + 10 


During the first quarter of 1960 the growth of 
foreign trade appears to have reached a peak. 
(The figures were low for the first quarter of 1959 
and high for December, 1958, on account of a 
reorganization of the trade statistics. However, 
the above conclusion remains even after allowance 
has been made for this fact.) 

During the months January—May, 1960, ex- 


ports were Kr. 860 million higher than during the 
same period last year. Principally responsible for 
this increase were ships (Kr. 63 million), cars 
(Kr. 77 million), iron ore (Kr. 105 million), and 
commercial iron and steel (Kr. 91 million). 

Imports during January—May of this year were 
approximately Kr. 1,350 million higher than 
during the same period in 1959. A considerable 
part of the increase is attributable to raw materials 
(Kr. 138 million), fuel oil (Kr. 80 million), and 
commercial iron and steel (Kr. 189 million). But 
imports of machines (Kr. 216 million) and cars 
also rose appreciably. 

The growing domestic demand has this year 
resulted in a larger deficit in the trade balance 
than last year. For the 12 months’ period from 
June, 1959, to May, 1960, this deficit amounted 
to Kr. 1,500 million. For the corresponding period 
a year earlier it was no more than Kr. 700—800 
million. During the economic upturn in 1955—57 
and in 1958, too, it. varied between Kr. 1,300 
million and Kr. 1,500 million. Yet the trade 
turnover is now 10 per cent greater than in 1957. 
A deficit in the balance of trade of Kr. 1,500— 
1,650 million should, however, be a source of 
anxiety as the net receipts that the Swedish mer- 
cantile fleet can expect to earn during the present 
freight price conditions have not increased to a 
corresponding extent. 

The price trend with regard to exports has been 
moving slowly upwards during the past six months. 
The changes in import prices, on the other hand, 
have in the main cancelled one another out. The 
terms of trade have thus improved somewhat 
during the spring. 

The foreign exchange reserves have shown a 
seasonal decrease as from the month of December, 
which reduction has solely involved the commercial 
banks. The development can be seen from the 
following table: 


The foreign exchange reserves (Kr. million) 


31 /}9 30/6 31/19 30/6 
1958 1959 1959 1960 

The Riksbank 
Olas ics <a s 1,053 1,061 987 885 
Foreign exchange .... 1,392 1,508 1,179 1,474 
2,445 2,569 2,166 2,359 
The commercial banks .... 546 465 881 274 
Total 2,991 3,034 3,047 2,633 
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Government finances and the credit market 


The two years from the beginning of the most 
recent recession up to the end of last year were 
characterized by high and rising liquidity in the 
banks. This is primarily a consequence of the large 
budget deficits, which to a great extent were 
financed via the banks, and a resulting powerful 
credit expansion in the banking system. The budg- 
et deficits also gave rise to a substantial increase 
in the liquidity of the general public (private in- 
dividuals and, above all, business enterprises), 
which was evidenced by a sharp rise in bank 
deposits. 

The appearance of the powerful economic up- 
swing in Sweden in the autumn of 1959 meant 
that there was no longer any need for government 
incentives. Instead, it was measures to counteract 
the coming into being of an inflationary boom 
that were required. 

At the very beginning of the present year a 
general sales tax was introduced which partly led 
to a decrease in the budget deficit — thus reducing 
the Government’s borrowing requirements — and, 
via a raising of the price level, partly resulted in a 
lowering of society’s “real liquidity” (i.e., the rela- 
tionship between the supply of money — in the 
most general sense — in the hands of the public 
and the nominal value of the available goods). 
On the 15th of January the official rate of discount 
was raised from 4 1/2 to 5 per cent, while at the 
same time the requirements in respect to the banks’ 
liquidity reserves were made more rigorous. Both 
of these measures were principally intended to 
check the expansion of credit in the banking 
system. 

At the beginning of April the National Debt 
Office issued a 15-year bond loan (with right of 
conversion after 10 years) at an interest rate of 
5 1/2 per cent. As much as Kr. 1,074 million was 
subscribed for the loan, which made it the biggest 
bond loan that has ever been issued in Sweden. 
As far as monetary policy is concerned, the object 
of the loan was of course to absorb money from 
the banks and the public. 

The same intention was behind the govern- 
ment issue, which was made in June and con- 
sisted of a very short-term bond loan (life of 1 


year and 10 months) and a loan against ‘Treasury 
bills with varying periods of maturity up to 335 
days and with a current yield of about 4.95 per 
cent. Both of these loans were, however, mainly 
directed towards the business sector (the maturity - 
periods were so fixed as. to coincide with the com- 
panies’ tax payments in 1961 and 1962) and 
comprised a completely new form of government 
borrowing. When the subscription lists were closed, 
the total amount subscribed for the two loans was. 
Kr. 140 million, the major part of which had 
been subscribed by the business sector. 

In addition to these fiscal and monetary meas- 
ures, the Riksbank has made most determined 
appeals to the banks that they should check, and 
preferably bring to a stop, the current credit ex- 
pansion. 

What effect have these measures — in combina- 
tion with other, seasonal and economic, factors — 
had on the liquidity of the banks and the general 
public and on the banks’ lending activities? 


Position of the commercial banks (in Kr. million) 


1957 1958 1959 1960 
Assets Dec" + Dee: Dec. Apr. May 
Gash Ba a-Pe sae 724 784 = 1,066 524 611 
Treasury bills ..... 1,146 1,105 512 883 329: 
Swedish bonds.... 3,293 4,118 5,828 5,856 5,821 
Advances: 25......5-; 10,826 11,692 13,125 13,631 13,879: 
Due from foreign 
banks) 7s. ae os 843 990 =1,346 769 852 
Other assetsmees 1,204%5 15332 1572899 1,299) ste: 
Total 18,036 20,021 23,605 22,962 22,677 
Liabilities 
Deéposits-45 70 5. 3 14,263 15,986 18,950 18,907 18,599: 
Due to foreign 
banks )2% Aes 315 425 401 462 568 
REServesae eee 1,270 1,283) 1,360.7 S65 Seo: 
Other liabilities... 25188 2,327 062,894 5 g2-220 ee 
Total 18,036 20,021 23,605 22,962 22,677 


As far as the development of the banks’ liquidity 
is concerned, a pronounced contraction has oc- 
curred during the spring. From the beginning of 
the year up to the end of June, the banks’ liquid 
assets fell by just over Kr. 1,100 million — a 
considerably greater contraction than during the 
corresponding period last year and the year be- 
fore. 
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The changes in the banks’ deposit accounts are 
an indicator of the liquidity development of the 
public and the business sector. Total deposits, 
which last year rose by almost Kr. 3,000 million 
(18.5 per cent), fell from the beginning of the 
year up to the end of June by approximately Kr. 
480 million (2.5 per cent). As a comparison, it 
can be mentioned that deposits during the same 
period last year went up by close on Kr. 930 
million. 

The potential inflationary forces implied by the 
high and rising liquidity in the business sector and 
the banks have, in large measure, been neutralised 
during the past six months, and this should lower 
the risks of an inflationary boom. 

This development is partly the result of the 
measures described above and partly due to certain 
more or less seasonal factors — principally a 
substantial deficit in the balance of trade (with a 
consequent outflow of foreign exchange) and a 
surplus on the National Budget. 

The National Budget nearly always gives a 
surplus during the first six months of the year, 
even when it is very much under-balanced over 
the whole of the budget year. The Budget thus 
absorbed money during the spring, thereby having 
a contractive effect on liquidity. For example, the 
banks’ liquid assets are usually reduced by several 
hundred million kronor during the first six months 
of the year. In an economic situation such as the 
one presently prevailing — characterized by rising 
total personal incomes and thus increased govern- 
ment tax receipts — it is a natural phenomenon 
that the Budget’s “absorptive effect” automatically 
increases and perhaps gives rise to a smaller budget 
deficit than estimated. This appears to have been 
the case with respect to the budget year recently 
concluded. The budget deficit for the budget year 
1959/60 was c. Kr. 1,500 million as compared with 
the Kr. 2,000 million estimated in the May sup- 
plementary budget proposals, and this official 
estimate is, in turn, the result of various downward 
adjustments. The surplus during the first six 
months of the year was as large as about Kr. 
1,100 million, i.e., considerably larger than had 
been officially calculated. The National Budget’s 
absorptive effect in an economic upswing is thus 


an important explanation of the development of 
liquidity in the banks and the business sector 
during the past six months. 


Break-down of commercial bank credits into branches of 
industry (in Kr. million) 


Changes in Kr. miliion 
May, 56- May, 59- 
May, 60 


May, 1960 
Kr. million % May, 60 


Industry pee eels 25513) 1910 "5. 91 + 243 
Trade and services. . 3,346 25,4 + 923 + 494 
Communications .. 692 5.3. 429313 + 66 
Insurance and fi- 
NANCE* hee eo 297 23) ee 143 + 39 
Municipal enterprises 
and institutions .. 209 16 + 120 + 78 
Agriculture ts ee nue 507 3,8 + 96 + 44 
Building Syne s.5 1,460 11,1 + 481 — 26 
Housing credits .... G0330 923.0, se 527 + 395 
Personal and sundry 
CREGItS ya raneecrere: 1,119 8,5 + 216 + 177 
Total 13,176 100,0 + 2,810 + 1,510 


However, with regard to the powerful credit ex- 
pansion that has been a characteristic feature of 
the Swedish economy during the past few years, 
neither government restrictions nor other factors 
seem to have had any contractive effect. Bank 
advances, which rose by close on Kr. 1,500 million 
(12.3 per cent) during 1959, increased from the 
beginning of the year up to the end of May by 
Kr. 754 million (5.7 per cent), ie., by approx- 
imately as much as during the first five months 
of the expansive year 1959. 

Only a small part of the increase in advances 
has been destined for housing purposes. The major 
percentage of the increase consists of credits to 
industry and trade, i.e., the commercial banks’ 
traditionally largest borrowing category. It is prob- 
able that the re-building of stocks that has been 
going on since last autumn is also an important 
explanation of the economy’s heightened borrowing 
requirements. 

It can be mentioned that the powerful increase 
in the utilized bank credits was considerably larger 
than the increase in the credits actually granted. 
These latter, which do of course provide a measure 
of the banks’ current “willingness to lend”; have 
risen by Kr. 392 million during the first five 
months of this year. During the corresponding 
period last year they increased much more, viz., 


_—<———————————S 
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by very nearly Kr. 600 million. But during both 
these periods the utilized credits rose by approx- 
imately the same amount, i.e., by about Kr. 750 
million. 


The bond and share market 


The issuing activity of the Government men- 
tioned above has made its mark on the bond mar- 
ket during recent months. The issuing of Treasury 
bills and short-term government bonds with the 
intention that they should be taken up by the 
business sector through, inter alia, the investment 
of tax funds has never before been done in this 
country. The results of the subscriptions for both 
these types of loan were Kr. 50 million and Kr. 
90 million, respectively. The fact that the amounts 
were no higher must be interpreted as a sign of 
the investors’ uncertainty as to whether they 
should, under present conditions, tie up funds for 
such a lengthy period as that involved here, despite 
the rates of interest — about 4.95 and 4.25 per 
cent — being so favourable in comparison with 
the banks’ deposit rates. At present, the banks’ 
rate for a deposit account subject to 4 months’ 
notice is 4 1/4 per cent, and for a deposit account 
subject to 6 months’ notice 4 3/4 per cent. 

After the increase in the Bank Rate in London 
on June 23rd, the Swedish bond market has shown 
weakening tendencies with price falls especially 
for short-dated bonds, to some degree depending 
upon the reduced liquidity of the market. 

Since the preceding survey the following bond 
loans have been offered for subscription: 


Interest Amount Maturities 
rate Kr. m. in years 
(%) 


Treasury bills 


Swedish Government.... 4.92—4.97 50 267—335 days 


Bond loans 
Swedish Government... . 525 90 1 yr 10 mths 
The Mortgage Company 

of the Swedish Savings 

Banks wicystrcre Neha ci 5.5 15 
City of Gothenburg .... 6 25° 30 
City or Malmoise ween = Revi) Loe 
City of Stockholm ..-... 6 50 30 
Balsforsens Kraftaktiebo- 

TAQ sors Fn ee ever eR 6 24 25 
Hammarforsens Kraft- 

akttcbolagi) ..s./t.sseek 6 2005 
Svenska Cellulosa AB 5 25° 20 
Sangkallforsen AB ...... O70 30; 25 


The share market has, in large measure, shown 
an unstable trend during recent months and the 
many good balance sheet results have to a great 
extent not exerted any influence on prices. (A 
special article in this edition has been devoted to 
a review of the balance sheet results.) It is likely 
that the high interest level on the bond market 
contributed appreciably towards a raising of the 
yield demands on the share market, too. However, 
it has been possible to observe a latent purchasing 
interest, which has been reflected in temporary 
price rises. 

At the beginning of May, 200,000 A-shares in 
Telefon AB L.M. Ericsson were offered on the 
Swedish market at a price of Kr. 110: 50 ex div. 
for 1959 but bearing the right to participation in 
the proposed bonus issue. This parcel of shares 
comprised a part of those shares which had — 
through the medium of Ivar Kreuger in his day 
— wound up in the possession of the ITT con- 
cern. The remaining 438,000 A-shares have already 
been sold in Sweden, while the 445,000 B-shares 
have been placed on various foreign stock ex- 
changes. 

Furthermore, AB Nymanbolagen and AB Cykel- 
fabriken Monark have decided to merge on the 
Ist of September, 1960. The share capital of the 
first-named company amounts to Kr. 6 million, 
while that of the latter company amounts to Kr. 
10 million. AB Atlas Copco has offered the owners 
of Svenska Diamantbergborrnings AB five Atlas 
Copco shares against one Svenska Diamant share 
plus Kr. 30. 

Since the preceding survey the following issues 
have been made: 


Bonus issues 


AB Plectroluxse..o. eee are 1:3 Kr. 40.0 million 
AB Svenska Kullagerfabriken 1:3 » 78.0 » 
Forsakrings AB Atlantica.... 1:5 Sy 0,853 » 
Fastighets AB Credo........ 2:7 » 14 » 
Jonsereds Fabrikers AB...... 132 ») 3.88) o> 
Stockholms Badhus AB...... ies » 042 » 
New issues 

AB Svenska Metallverken .. 1:3 at 120:— » 25.0 » 
Addo: iitnn.cotrasaain ieee 1:4 at140:-» 1.25 » 


The current yield for a selection of representative 
Shares: highest and lowest levels during the 1950s 


May Jan. June Jan. June 

1953 1955 1958 1960 1960 
Timber industry (5 firms) 49 28 3.5 24 27 
Engineering industry (5») 6.2 4.1 5:3 Decal 3.5 
Banks'(4) ise curenenie 5.0). 3:8) 7 5:8 Se SO 
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Some Statistical Data on Sweden’s Economic Position 


I. THE RIKSBANK. (Amounts in million kr.) 


Gold and Foreign Exchange Reserves Sight Deposits 
ERO) | pee a | Bonds and Nei os 
end : Treas Advances |. : Thereof 
of Goldt | foreign | Total Bills. Cn Total 
xchange State Comm. 
Banks 
1938 707 750 1 457 106 50 1061 849 418 428 
1955 1 426 1 004 2 430 4 023 25 5 319 747 321 418 
1956 1 376 1072 2 448 4 390 21 5 598 504 260 241 
1957 1 134 1 226 2 360 5 050 89 5 840 415 273 136 
1958 1 053 1 392 2 445 4.545 94 6 059 323 158 164 
1959 987 Pus 2 166 4 893 241 6 266 285 146 138 


1959 | 1960} 1959 | 1960) 1959 | 1960 1959 1960 1959] 1960 1959] 1960 1959 | 1960 1959] 1960 1959 | 1960 


Jan. | 1053} 987] 1408] 844) 2461) 1831/4133|/4873] 47) 96/5728) 5887] 228 | 144 | 166] 101 | 61] 42 
Feb. | 1055] 886] 1407] 998] 2 462] 1884) 3897)4753) 157} 91)5638)5 772) 201 | 167 | 151 | 104] 43] 61 
Mar. | 1058} 885) 1419} 1154| 2477) 2 039|3897|)4057} 187) 594) 5603)5 727) 218 | 127 | 177 | 100 | 40] 25 


Apr. | 1058} 885] 14631411] 2521] 2296) 4047/4437] 77) 45/5699)5 857) 204 | 160 | 139 | 120] 63] 38 
May | 1058] 885] 1465/1423] 2523) 2 308| 3809/3981} 155] 346)5527/5 701) 188 | 158 | 135 | 126] 52] 31 
Jun. | 1061} 885) 1508] 1474) 2569) 2 369| 3849) 4246) 176) 393) 5665) 5983] 143 | 218 | 104} 194] 38] 23 


Jul. 1061 1522 2 583 3 784 58 5 500 135 89 45 
Aug. 990 1520 2510 3 754 147 5 556 126 88 36 
Sep. 990 1497 2 487 3 789 121 5 596 hi) 63 31 
Oct. 988 P2753 2 261 4120 151 5 754 104 62 40 
Nov. 988 1 287 2275 3 930 408 5 806 97 57 39 
Dec. 987 1179 2 166 4 893 241 6 266 285 146 138 


1 Market value. — 2 Net claims on foreign countries. 


’ TI. COMMERCIAL BANKS. (Amounts in million kr.) 


Advances Deposits 
At the Sire tats Net Claims We Ss 
end Cash Hovdai we Foreign ae ry ee Ae, oe Thereof 
of ountries ills oans an ther ota ota 
AAgankes Short Term 
1938 1 163 2 705 470 4 338 4 260 1152 
1955 Pe iy | 5 355 2 444 10 530 12 609 2 422 
1956 10 638 13 090 2 660 
1957 10 826 14 263 2714 
1958 11 692 15 987 2 682 
1959 13 125 18 950 3 472 


1959 | 1960] 1959 | 1960} 1959 | 1960 


Jan. 701 | 1 182] 2 759} 3 006) 5 503} 6 563] 3 526 | 3 484} 11 788/13 053) 16 494/19 596} 2 253 | 2 709 
Feb. 11 798}13 009] 16 805}19 724) 2 257 | 2 852 
Mar. 12 032]13 471] 16 828/19 253] 2 231 | 2 878 
Apr. 12 155}13 632] 16 769|18 908) 2 239 | 3 017 
May 12 443/13 879] 16 590)18 599) 2 179 | 3 065 
Jun. 12 613 16915 2 415 
Jul. 12 723 17 610 2 347 
Aug. 12 779 17 832 2 357 
Sep. 13 029 18 105 2 431 
Oct. 12 849 18 397 2 458 
Nov. 12 998 18 413 2 488 


18 950 


1 Including Treasury Bills. 
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III. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


it TT Turnover at the 
Savings Banks Pohes seins Yields on Bonds? | Stockholm Stock | Share index? + 
Year Post Office Postal Exchange® 
Ob Sta a rn | mri isl OAvines Cheque eho | 

Month| Deposits! | Advances! Bank? Service Govt. | Indust. | Bonds -| Shares | Home | Other 
Loans Loans In- In- 

Million kr. | Million kr. | Million kr. | Million kr. % % 1000 kr. | 1000 kr. | dustries | dustries 
1938 3 685 3 069 606 24 986 2552 2,92 243 931 149 103 
1955 10 339 9 743 3118 307 522 S72 4,63 244 642 195 299 
1956 11 097 10 370 3315 338 877 3,78 4,70 433 555 176 283 
1957 11 969 11 152 3571 375 137 4,41 By be 397 772 182 289 
1958 12 942 12 032 3 861 394 560 4,39 5,12 415 915 194 313 


1959 13 835 13015 4 088 416 120 4,33 5,15 483 1 265 255 380 


Jan. . : : - | 4069] 4326 | 39 234] 36 386] 4,32] 4,49] 5,11] 5,16) 457 | 357 {1132]1735) 212 | 310] 326 | 483 
Feb. : : : - | 4092 | 4355 | 24 617] 24 965] 4,32] 4,65] 5,09) 5,66) 673 | 276 |1162}1530} 227 | 305} 350 | 479 
Mar. |13 73014 636]12 289/13 189] 4086] 4365 | 40 120) 37 248) 4,32) 4,61) 5,06] 5,65) 368 | 670 }1014)1145) 227 | 284] 352 | 445 
| Apr. : . 4079 | 4 363 | 30 171) 29 370] 4,26] 4,60) 5,04) 5,77] 452 | 371 ]1181] 889) 227 | 287 | 357 | 452 
May : . 4068 | 4 355 | 41 669) 36 787] 4,27] 4,60) 5,02) 5,76) 483 | 295 |2187| 878) 251 | 283 | 384] 446 
Jun. {13 663 12 509 4 082 28 414 4,29} 4,60) 5,02) 5,83] 613 1422 254 | 282 | 392 | 461 
Jul. : . 4117 43 506 4,29 5,16 440 1312 268 410 
Aug. : : 4 136 22 693 4,29 5,24 431] - 11094 275 426 
Sep. {13915 12 722 4125 40 533 4,36 5,38 685 903 273 418 
Oct. . . 4131 29 159 4,36 5,15 466 1285 282 448 
Nov. . . 4129 36 736 4,43 5,37 389 1184 276 446 
Dec. |13 830 13 016 4 088 39 267 4,49 5,23 345 1305 292 454 
1 At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent 


averages of the monthly figures. — * Averages per Stock Exchange business day. — ‘4 Nom. value Jan. 1953 = 100 


IV. OTHER STATISTIGAL. DATA 


: Wholesale Price Index 
esc oe Insured (1949 = 100) 


Year National Production shee oe 
or Debt! Export (++) Index oe Price 
Month Imports | Exports | or Import | 1935=100| P ei Import | Export All Index 
( a 
Million kr, | Million kr. | Million kr,| (5), Surplus Goods) Goods: | sG0084 aa 
ion kr. 
1938 2 566 2 082 1 843 — 239 123 5c 40 47 
1955 16 081 10 337 8 933 — 1404 226 a 135 147 
1956 16 966 11 434 10 067 — 1 367 234 1,5 143 153 
1957 19 095 12 567 11 062 — 1505 240 1,9 144 155 
1958 19 851 12 249 10 799 — 1450 238 2,5 131 149 
1959 aT 12 449 11 417 — 1032 246 2,0 128 142 


1959 | 1960 1959] 1960 1959| 1960 


Jan. |20043}21610} 922] 1 326) 838) 1057) — 84| —269] 245 43| 2,8 

Feb. | 20440/21936] 911] 1267] 827) 1101] — 84| —166| 252 4] 2,5] 127) 129)| 142 
Mar. | 19792}21013| 913}1207| 825) 992) — 88] —215| 261 6 | 2,0 | 127 | 128 | 142 
Apr. | 20037 | 21054} 1093} 1119) 931] 1075| —162| — 44] 258 7 | 1,9] 128} 129 | 141 
May |19 030] 20048] 982] 1 239/1 034) 1087] + 52] —153] 251 9} 1,2} 128] 129) 141 
Jun. | 19173 1 009 970 — 39 253 2 127 | 128 | 142 


- 


ee ae men Nop 


sul. © 19/517 931 940 + 9 131 ,0 127 142 
Aug. | 19 609 901 857 — 4 238 12 128 142 
Sep. | 19578 1 064 903 —161 261 3 128 143 
Oct. | 20379 1 163 1155 — 8 271 eo 129 143 
Nov. | 20077 1 237 1 065 —172 276 6 130 144 
Dec. 2 ivnsk 1 300 1075 —225 278 8 130 144 


1 At the end of each year or month. 
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Statement of Condition June 30'', 1960 


ASSETS 

Cash in hand and with the Riksbank ........ Kr. 189,841,000 
era GPeamey DANG gp a we we ee » 1,605,692,000 
Omar oe LSCOUNTS 5 a... 6 kw 6 0 ew ee » 3,556,914,000 
pwecun Banks)... 0... Bek Gy eas ea 28,049,000 
AP RMPADTOAG Ss 6 5 6k le Te ee » 193,180,000 
Ais Sys tea ATS 0S oe ee a 86,077,000 
BisreG he. ee a ss net cas ee Pg er ee Soe etd 16,981,000 
Buildings, Furniture and Fittings .......... » 57,236,000 

Kr. 5,733,970,000 

LIABILITIES 

ERT Ov See Sag te ie hae ee me her en are Kr. 4,617,640,000 
Swedish Banks and Savings Banks . ........ » 190,993,000 
et ee OAC aes x SG ek ee st, «, %», 188:544,000 
PPE OCONEE fe) ls os dada ow le oR ale ig, » 370,137,000 
Bee LGB OICIE ce Mal Sl He bee ok gl el: a ~s Kr. 194,112,000 
Reeve TP Uns eh ee . . » 155,888,000 
Ritarvities erOntss i ye es ea » 16,656,000 » 366,656,000 


Kr. 5,733,970,000 
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Ornskéldsvik 
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IN Ih keh 
Place with less than 10 000 


Nor}koping 
inhabitants 


Linksping e 
astervik, 
In all 243 branches at 173 different places. 


Vet sien 


Géteborg, Stockholm, Malmé 
(Principal Offices) 


Place with more than 10 000 
inhabitants 


Q 


